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L.ditortal Comment 


er usually spells progress. Business meth- 
ods, especially those having to do with control, 
with the aid of accounting, auditing, budgeting, and 
statistics, have been improving gradually, especially 
through the last decade. 

These improvements in procedures and in organi- 
zation setups in the past ten years have been many, 
and they have not all been minor in character. Ac- 
celeration of the process of bettering methods may 
come as a result of recent disclosures in a number of 
cases of apparent failure of the usual safeguards. 

This is a time for calm reflection and study, not 
for hasty action, by company officials and directors 
and by governmental agencies. There is no panacea 
which may be applied promptly to remedy all weak- 
nesses; election of public auditors by stockholders 
sounds attractive as a remedy, but it has its serious 
defects, such as the inability of a large number of 
stockholders to pass intelligent judgment on the 
merits of one accounting firm or another. 

There is nothing that will take the place of the 
fundamental job of the controller—the keeping of 
complete records, the maintenance and operation of 
accounting routines which will disclose accurately 
and continuously the state of the business and the 
results of operations; the maintenance and operation 
of internal audit procedures which will conserve and 


protect the assets of the business; the analyzing of 
business facts so that management will have always 
at hand detailed information on which to base busi- 
ness policies. 

The spotlight has been turned on public auditing 
procedures, their cost, and their results. The discus- 
sion, however, has brought home effectively to many 
a corporation head and director the desirability of 
strengthening the controllership setup and proce- 
dures of his company, which involves giving the 
controller a free rein—authority commensurate with 
his responsibilities. This is a move which all repu- 
table public accountants urge, and commend. 

It is not at all difficult for a public accountant to 
determine whether the controller's functions are 
being carried out in accordance with modern prac- 
tice. Once that has been established, everyone will 
feel a high degree of assurance that all is well— 
the stockholders, the directors, management, and 
governmental regulatory and taxing authorities. 

The happenings which have caused this reexamina- 
tion of accounting and auditing procedures, both in- 
ternal and external—an occurrence which looms large 
in the history of accounting practice—may be worth 
all they have cost if they result in acquainting business 
executives with steps which they may take within 
their own companies to give them additional security. 
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Country Will Be Redrafting Economic 


Program in Next Few Years 


In the modern world, no nation is 
stronger than its internal economic or- 
ganization. Properly, therefore, the 
United States has been doing a great 
deal of thinking in the past few years 
about the method of running a demo- 
cratic economy. To do this, it was nec- 
essary to clear away a huge under- 
growth of economic prejudice. I think 
that has been done. Practically the en- 
tire country, business men, economists, 
bankers, labor unions and workers, are 
prepared today to re-examine our eco- 
nomic system, objectively. 

My principal point tonight is that 
we have now enough information 
about the economic system to make one 
thing plain. This is, that a democratic 
economy, if it is willing to use the 
tools readily at hand, can, without 
great difficulty, make itself stronger, 
freer, and more productive than any 
economy yet known in the world. This 
is certainly true of a strong country 
like the United States. There are de- 
featists, of course, who like to think 
that democratic economy is at the end 
of its tether; that we are forced to 
some choice between a dictatorial Fas- 
cism or an equally dictatorial Com- 
munism. On examination, all this 
proves to be flagrantly untrue. The pos- 
sibilities are in our hands; all that is 
needed is the willingness to use them. 

Before getting at the technique, let 
me make one observation. American 
business has always had an enthusiastic 
willingness to accept any technical 
idea; but it has had an almost equal 
unwillingness to accept any social or 
economic idea without a struggle. Ac- 
tually, of course, a technical idea will 
change the face of the world quite as 
fast as any social or economic idea. 
Americans grasped the invention of 
the motor car with joy, although this 
meant physically remaking our whole 
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civilization. Yet American business has 
often feared inventions in the field of 
currency and banking as though they 
violated the Ark of the Covenant. Our 
Communist friends call this “‘capitalis- 
tic sabotage,” and call for a revolu- 
tion. I do not see it. It seems to me that 
the time for prejudice is over; and that 
the field is clear for economic inven- 
tion. Inventions are just as productive 
in the field of organizing the creation 
of wealth as ever they were in the field 
of engineering or electricity. All I ask 
tonight is that you keep as open a mind 
in the field of economic organization as 
you would in the field of mechanics or 
chemistry. 

We are running the business of the 
United States today virtually on the 
pre-war economics. Yet if you were to 
take this, and put alongside of it the 
new and still unused ideas in the field 
of economic organization, you would 
find that much of the theory of what 
we call business organization today is 
as far out of date as is the chemical 
theory of 1910. Let me cite, for illus- 
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tration, two instances alone; and indi- 
cate their possibilities. 

First, we have learned, with some 
pain, that money and banking is not a 
method of making money, but merely 
a system by which means are provided 
for organizing men and materials to 
create wealth; and to take wealth, 
when created, from the place of its 
production to the place where it is ulti- 
mately to be used. That is all that a 
money and banking system is for. We 
have seen, in our own time, bank credit 
recognized as money; and we have 
seen that credit used, less for com- 
mercial loans in the immediate creation 
of goods than for capital purposes. 

If you were to examine underlying 
economic theory, you would find that 
an American, Harold Moulton, pointed 
out, as far back as 1918, that ordinary 
banking could be, and might be, used 
to create capital, within proper limits, 
when a productive result was needed. 

When, therefore, you hear of an in- 
terest in Washington, in 1939 or 1940, 
in extending banking as we know it 
today to include capital credits as well, 
you will recognize that a new economic 
idea is beginning to work into our sys- 
tem. Specifically, it may very well be 
possible to do, through the medium of 
banks, much of what we did in earlier 
years through the cumbrous and often 
expensive machinery of the investment 
banking markets. It is perfectly pos- 
sible that in the economic system of 
tomorrow, when the City of New York 
wants to build low-cost housing, the 
cost of building will not appear either 
on the city budget, or as it does today, 
on the federal budget. It will appear 
in the form of a set of housing author- 
ity bonds which have been discounted 
at a bank created for that and similar 
purposes. 

You would further find that as a 
part of that idea the handling of inter- 
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est rates ceases to become strictly com- 
mercial. If a supply of capital can be 
created, within limits, whenever it is 
needed, it becomes possible to arrange 
the interest rate with reference to the 
use for which the capital is put, charg- 
ing a commercial rate for commercial 
business, or a nominal rate for non- 
profit business. This would mean that 
in certain fields of activity you cut the 
capital cost practically in half. 

For example, New York City needs 
$428,000,000 worth of new hospitals 
in the next ten years. Capitalized as 
we do it now, this means that New 
York City will have to pay about a 
billion dollars to get construction of 
half a billion dollars worth of hospi- 
tals, which in no case can pay a profit, 
but which we need and must have. If 
we can cut the cost to half a billion 
dollars we are likely to get them, or 
most of them; which is another way of 
saying that by cutting that particular 
cost we shall have created a market for 
nearly a half billion dollars more of 
goods and labor. That market is closed 
today; it could be opened. The same is 
true of a variety of other non-com- 
mercial projects which all of us need 
and want, but which we have not yet 
been able to find a way to organize. 


PUBLIC ENTERPRISES TO CARRY ON 
ECONOMIC LIFE 


A second theoretical idea which is 
just being worked into our business 
mechanism is very old indeed. It was 
worked out by an Italian, De Viti de 
Marco, nearly fifty years ago; and he 
studied it for at least forty years before 
he put it into print. This was the idea 
that there were great areas of wealth 
which had to be created, either non- 
commercially or by semi-commercial 
units. Bluntly, a large part of the 
wealth which has to be created today 
can not be wholly created through com- 
mercial channels as we know them. 
This meant, and it was true, that a very 
considerable part of the economic life 
of the new democratic economy would 
be carried on by public, or semi-public, 
or non-profit enterprises. 

Nobody took this seriously until a 
relatively short time ago. We had actu- 
ally been doing it ourselves, of course; 
for road building, which is one of the 
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standard forms of created wealth, and 
incidentally of creating business activ- 
ity, and keeping men at work, is done 
today entirely by public bodies. Mean- 
while, we were developing a commer- 
cial plant capable of taking care of the 
whole country; although there were 
great areas which apparently could not 
be touched by commercial means. 

Again, there was this curious qual- 
ity of resistance to a new economic 
idea. Again, we are gradually overcom- 
ing it. For instance, we know that the 
Tennessee Valley Authority could and 
did construct wealth which no private 
outfit could do. We know that the 
T. V. A. could deal with and has en- 
riched the life of a huge sector of 
America which was almost untouched 
by American commercial economy. 
Logically, some form of organization 
other than the private corporation was 
necessary to work this out. I mention 
this illustration because it has been 
bitterly fought; a fight which, to my 
mind, was wholly unnecessary; and a 
fight which, happily, is over. Let me 
take an illustration where the fight is 
equally over: the necessity of low-cost 
housing. 

Anyone who has looked even super- 
ficially at these United States knows 
that at least a third of it has to be re- 
housed. Here is work enough to take 
care of many millions of men; market 
enough to take care of huge quantities 
of materials. Yet low-cost housing is 
not a commercial venture. Today, 
everyone recognizes that. It is wealth, 
of course; the job of creating it is an 
economic job. As a matter of humanity 
and sociology, we know the job has to 
be done. We also know that there are 
many millions of men out of work who 
would be glad to be employed at it; we 
know that there are ample supplies and 
materials. We know that the instru- 
ment by which the job can be done is 
already in existence: the semi-public 
authority, such as the Housing Author- 
ity, modelled after the extremely suc- 
cessful Port of New York Authority. 

These are two separate ideas. Let us 
try the experiment of putting them 
together. Let us assume, for instance, 
that we have done enough thinking so 
that we are no longer frightened; that 
we have been careful enough in our 
plans so that, in tackling the obvious 
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new job which lies at hand, we are not 
wrecking existing work. Let us suppose 
that we have worked out our banking 
system so that it can handle capital 
credits; and we have our housing units 
and our Tennessee Valley Authority so 
that they can take on jobs which pri- 
vate concerns can not tackle. 


New STRATUM OF ECONOMIC 
ACTIVITY 


We should then find, first, that there 
was a job to be done; second, that the 
men and materials were available to do 
it; third, that our banking system was 
geared to provide the necessary funds 
to start the work along; and, fourth, 
that there were quasi-public business 
organizations in the field to get to 
work and do it. Add up the list and 
you become aware that the democratic 
economy, instead of being at the end 
of its rope, has available at once tasks 
enough to keep the entire nation busy, 
constructive, and actually improving 
its plant and the welfare of its people, 
for a long time to come. 

What all this comes to, of course, is 
that it is perfectly possible today to 
uncover a huge new stratum of eco- 
nomic activity. The final result, of 
course, is not in the commercial class; 
but the job of supplying materials, em- 
ployment, transportation, and the other 
necessary elements does flow through 
private business channels. In combina- 
tion, it becomes possible to unloose a 
vast amount of energy and business 
activity, with useful results, which at 
the moment is blocked and paralyzed. 

I have given the illustration of two 
pieces of theoretical work, and their 
possibilities, without having indicated 
here the additional work which has to 
be done to make them safe and valid. 
We know, of course, that capital cred- 
its, if they are abused, can lead to in- 
flation; but you would find, if you 
studied the problem, that this also had 
been considered; and that the method 
of preventing what is loosely called in- 
flation has also been worked out. I 
know, of course, that it will be said 
that a quasi-public agency in the field 
may kill private competitive commerce ; 
but I also know that it is perfectly 
possible so to classify the areas of ac- 
tivity that the quasi-public work shall 














82 


supplement the private work; and fur- 
ther, we know that this has not only 
been worked out theoretically, but has 
actually been done experimentally in 
countries like Sweden and England. 
We know, today, even more than that: 
we know that, properly handled, a cap- 
ital credit system could be worked out 
so that where an enterprise was non- 
commercial, its capital (which in any 
case is created by the banking system) 
need pay only a nominal rate of inter- 
est: a perfectly logical development, 
since there is neither a private bor- 
rower nor a private lender. 


PRIVATE INITIATIVE Not LIMITED 
TO ProFir MOTIVE 


We have learned a good deal re- 
cently about what is called ‘‘private 
initiative.” We know that we need all 
of that that we can get. We know, 
however, that it is not limited strictly 
to the profit motive. Lilienthal, in the 
Tennessee Valley; LaGuardia, in New 
York; Nathan Straus and the other 
men who have worked on public devel- 
opment, housing authorities, and sim- 
ilar tasks, are organizing and creating 
wealth in just as large quantities as did 
many of the great industrial Titans of 
the last century who put together rail- 
road systems and steel plants. 

Yet this is not new: much of the 
electrical development of the United 
States was due to the discoveries of 
Steinmetz, who worked for a private 
company, but who, as I recall, declined 
to be paid more than a very small 
salary a year. In the physical and medi- 
cal sciences discovery and develop- 
ment have gone right along, though 
many, if not most, scientists work for 
salaries in laboratories, and though no 
reputable doctor is allowed to patent 
his medical discoveries and to make 
money from them. In a word, we have 
learned that the economic life of the 
country is carried on by the desire and 
the initiative and the energy and ambi- 
tion of the whole country, in all kinds 
of fields, and from all kinds of mo- 
tives, of which the profit motive is 
only one. That combination of driving 
power is what makes the economic ma- 
chine go. 

If I have made myself clear, the 
lines of development are beginning to 
emerge. 
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The first and greatest essential in 
a national economy is that it organize 
the process of creation of wealth so 
that the maximum amount of pro- 
ductivity be carried on. The slogan 
will be “less grousing and more build- 
ing.” If in any field non-commercial 
activity through public or quasi-public 
or cooperative agencies can do a bet- 
ter job than a commercial company, 
then business ought to welcome its 
coming. For the additional activity it 
creates means more business and better 
business all up and down the line. 


CLASSIFICATION OF ACTIVITIES 
ESSENTIAL 


This probably means that both busi- 
ness and government will have to do a 
good deal of thinking in the next few 
years as to the classification of activi- 
ties. It is probably true that business 
can not, in the long run, compete with 
public or quasi-public activities. Cer- 
tainly this will be true if our system 
of banking and finance is revised to 
give special advantages to non-com- 
mercial units. Yet I do not think this 
is an impossible job. 

We know already that the business 
of housing, which happens to be the 
largest in the United States, has al- 
ready, by common consent, classified 
the construction of low-cost housing 
as by hypothesis a public field. Experi- 
ence seems to have shown that there is 
no way of housing the very low income 
groups except in outworn buildings 
whose life is practically over, and 
which are being held until they can be 
demolished. In consequence, very few 
business men consider that there is any 
threat to them if that field is set aside 
and tackled by public or quasi-public 
bodies. 

It is my belief that the Tennessee 
Valley experiment will be repeated 
elsewhere; again on the basis, which 
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now has fortunately been worked out, 
of delimiting the field so that the pub- 
lic experiment goes in either where 
there is no private enterprise, or by 
purchasing the private enterprise at a 
fair value. There will undoubtedly be 
arguments as to what is a “fair value’ 
—there always are—but with reason- 
able tolerance and common sense we 
ought to be able to solve those difh- 
culties as they arise. 

We shall abandon the whole silly 
pretense that every time a public body 
does something it is an invasion of the 
sacred field of private profit; because 
anyone in his right mind today knows 
that a very large part of the activity of 
the country, from public health, hospi- 
tals and roads to water supplies, hous- 
ing and the like, have to be carried on 
by the government if they are to be 
carried on at all. We shall have learned 
that these are in the nature of addi- 
tional outlets by which wealth is pro- 
duced ; and that as this production goes 
on everyone is benefited; for the busi- 
ness man, specifically, business is bet- 
ter. We shall have learned, I hope, that 
financial methods are available making 
most of these things possible without 
the danger either of breaking the gov- 
ernment credit, or of inflating the cur- 
rency. 

We shall likewise find that one 
question is asked both of business and 
government by pretty much everybody. 
It is a question to which no business 
man will reasonably object. 


WHAT VALUE RETURNED FOR CASH ? 


Pretty much everyone who makes a 
profit, or gets a salary, will be asked 
what value he returns for the money ? 
The government has been asking that 
question pretty frequently in the last 
few years; and if the question is turned 
round and asked of the government, 
that is quite all right, too. You will 
find, I think, that in the new Ameri- 
can economy which is emerging, peo- 
ple will not quarrel very much with 
any profit or payment received by any- 
body, provided it is reasonably clear 
that additional wealth is created as a 
result, or that the organization of 
wealth is better ordered. But they will 
demand that particular showing; and 
they are right. 





a 





1e€ 


1d 


SS 





In government, any sinecure job will 
be under fire; and any bureau which 
merely multiplies motions without pro- 
ducing a result will have to stand and 
show cause why it should be allowed 
to continue to exist. Equally, any busi- 
ness man who makes a profit not be- 
cause he produces wealth, but merely 
because he cashes in on a strategic posi- 
tion, such as monopoly, undue control 
of patented devices, or the like, will 
find that his position is under fire. 

If value has been created, services 
rendered, and goods delivered, the 
American public is pretty apt to call 
things square and let it go at that. 
But if the business man uses his pe- 
culiar position to get more for his 
goods than they really are worth, or to 
stop someone else from producing 
some other kind of goods which will 
do the work as well and more cheaply, 
he is likely to find himself in line of 
fire, just as a government is in line of 
fire if it uses the taxing power to sup- 
port unnecessary political parasites. 

A constant audit of activities ought 
to go on; and the business man is 
safest who is producing goods and sell- 
ing them at a fair price, without rely- 
ing on some special tariff protection, 
exclusive franchise, strategic market 
control contracts, or other similar de- 
vices. The closer all of our activities 
are to the bedrock of rendering real 
value for our pay, the safer we all are; 
and the safer the economy is. 

Our real enemy is the man or group 
of men, wherever they may be found, 
who want to use a strategic position to 
get a private rake-off, without render- 
ing any commensurate service or creat- 
ing any comparable value in return. 

This is not the easy way of going at 
it. I know, of course, that all sorts of 
more attractive schemes can be devised. 
There is, for instance, the hardy an- 
nual scheme of subsidizing foreign 
trade—as though we created any wealth 
by charging our own people a high 
price, and on top of that taxing them 
so as to give away goods elsewhere. It 
looks nice for a short time, until sud- 
denly you discover that you are taking 
the wealth of the country away from 
its own people, and abnormally putting 
it somewhere else, principally to main- 
tain price levels for the benefit of a 
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relatively small number of people. An- 
other hardy annual is that of trying to 
limit competition, which is to say, to 
make scarcity and with it higher prices. 
This also looks good for a time; but 
it leaves out a great number of people. 
The number of these schemes is le- 
gion; most of you are familiar with 
many types of them. 


COUNTRY WILL REDRAFT ECONOMIC 
PROGRAM 


I think that the country will be re- 
drafting its economic program in the 
next few years. My reason for thinking 
this is that we are obviously in the 
phase of a rather steady recovery in 
business; but it is equally clear that 
that recovery will not re-employ the 
great bulk of the men who are now 
out of work. An extremely thought- 
ful piece of work by a friend of mine, 
Mr. Bean, in the Department of Agri- 
culture, seems to indicate that while 
we shall have in normal course a rising 
scale of business activity, we will still 
have a continuous load of between six 
and eight million unemployed indus- 
trial workers, which means, of course, 
a load on the federal and local budg- 
ets for relief. To do the job, therefore, 
we need not merely the ordinary busi- 
ness recovery: that we shall get in any 
event. We need to uncover an entirely 
new layer of activity: a layer which has 
not yet been tapped, and which ap- 
parently our existing business mecha- 
nisms are not able to tap. Unless we are 
able to do this, existing business has 
to carry the load not only of its own 
activity, but of the unused men who 
are not employed. And this is bad, 
both for business, and for the men 
who are unemployed, and for the coun- 
try, on all counts. 


A PROPHECY 


It is always dangerous to prophesy, 
but I have an idea that we can now 
consider the kind of program which 
will be, let us say, the forward-looking 
program for the next few years. It will 
include: 


(1) A revision and further expan- 
sion of the functions of banking and 
credit. 

(2) A further development in the 
field of non-commercial activity; of 
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which the housing authorities through- 
out the country, and the Tennessee 
Valley Authority, may be taken as 
typical. These will have to be assigned 
fields in which they work, and in those 
fields private industry will either be 
bought out or will not enter. 

(3) Particularly in this last field, 
activity will be expanded when private 
business does not employ substantially 
all employables, and will tend to con- 
tract when private industry takes up 
the slack. 

(4) We shall be endeavoring con- 
stantly to decentralize, as much as 
possible, these non-commercial mech- 
anisms, because we shall be looking 
for the initiative of individuals and 
groups in the various localities. 

(5) This very activity will itself in- 
crease the field of strictly commercial 
activity. For the field of private activ- 
ity, particularly in the development of 
new processes, new methods, the meet- 
ing of individual tastes and the like, 
will never be superseded by any public 
or quasi-public activity. 


This essay has dealt in a very brief 
time with a huge field. For that reason, 
I have omitted accounts of the various 
experiments along the line we have 
been discussing, though they are many. 
We need not make wild leaps into the 
dark; we have available the experience 
of other countries: Great Britain, Aus- 
tralia, Sweden, and in certain aspects, 
Germany. Nor have we attempted here 
to consider more than one or two of 
the possibilities in the field. There are 
others, which offer almost as great a 
field for future action as do those noted 
above. We know enough now to real- 
ize that the democratic economy at this 
moment probably offers greater possi- 
bilities than at any time in its history; 
that the opportunities for organization 
and creation of wealth are sufficient to 
keep us occupied for a generation at 
the very least ; that we have at our com- 
mand all of the materials, the skill, 
and the labor needed. What we need 
most at the moment is flexibility of 
mind. To be defeatist about democratic 
economy today is merely to display ig- 
norance. There is a place in it for the 
abilities of everyone; and the situation, 
so far from suggesting pessimism, is in 
fact a ringing call for action. 
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It should be understood clearly that 
I bring to the discussion only the in- 
dustrial manufacturet’s point of view, 
as my experience has been with that 
type of business and I have not made 
a study of the depreciation matters af- 
fecting other types of operations, such 
as oil refineries, utilities, railroads, and 
such. I shall make no reference to the 
basis of depreciation reserve accrual. 

“Should depreciation reserves be 
maintained in a more or less liquid 
condition (such as cash or marketable 
securities) or should the ‘reserve’ be 
primarily a bookkeeping entry with the 
actual money reinvested in plant facili- 
ties or otherwise utilized in the busi- 
ness?” 

I prefer to state the text as follows: 
“Should depreciation reserve be main- 
tained in a fund separate from other 
cash and marketable securities and 
tabbed for plant and equipment re- 
placement; a replacement which is 
necessary to keep the original invest- 
ment in plant and equipment, as meas- 
ured in ability to produce goods, at all 
times modern and in first class condi- 
tion to carry on efficiently the business 
for which the original facilities were 
provided? Or, should the reserve be 
lumped in the regular cash and mar- 
ketable security account of the com- 
pany ?” 

This subject, as before described, is 
one about which much has been said, 
little written, and still less done. A 
professor of one of our large business 
administration schools says that the dis- 
cussion of this problem of tabbing de- 
preciation reserves is one overworked 
by machine tool manufacturers and col- 
lege professors, but that he has never 
found a financial report of a corpora- 
tion that has given effect to the prin- 
ciple. 

Some proponents of the plan spe- 
cifically recommend that the reserve 
fund created be invested in marketable 
securities; however, so far as this dis- 
cussion is concerned, it could be either 
cash or marketable securities. 


I assume that those who look with 
favor on tabbing the depreciation re- 
serve fund consider that fund as avail- 
able only for replacement or rehabili- 
tation of the plant and equipment that 
developed the reserve, and that ex- 
penditures for expansion and enlarge- 
ment of facilities must come out of 
new moneys created from new capital 
or the profits of the business. 

Accounting authorities in discussing 
depreciation, in hand books and other 
media, mention and describe the sink- 
ing fund method, however, more from 
the point of view of the basis of ac- 
crual rather than the use of the plan 
to insure availability for replacement. 
They mention the appreciation of the 
fund through interest earned. 

A committee of the Machinery and 
Allied Products Institute, which com- 
mittee was constituted of represent- 
atives of management, engineering, 
and accounting, recently made an ex- 
tensive study to determine depreciation 
reserve policies, and has this to say 
with regard to reserve funds: 

“Depreciation reserves accumulated 
from the selling price of a product of 
an asset should be subjected to the 
same budgetary control and accounting 


/fecord as other elements of production 


cost; in practice, general funds can 
generally be employed to better ad- 
vantage in the business itself, in re- 
paying bank loans, increasing working 
capital, and the like. In such case, 
however, management must bear in 
mind that such funds have, in effect, 
been borrowed from capital for cur- 





HIS paper was presented by 

Mr. Seybold at a conference 
of financial executives conducted 
by the American Management As- 
sociation on January 25, in New 
York City. It is a subject deserv- 
ing careful study, to which this 
paper is a worth while contribu- 
| tion. 
| —THE EpITor. 
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rent purposes, and either must be re- 
stored to capital when replacements are 
made or otherwise be available from 
another source. In the future, the ac- 
counting records should be sufficient 
in scope to keep the executive informed 
as to whether the reserves for depreci- 
ation were (1) set aside in an invest- 
ment fund or securities; (2) being 
used to acquire additional equipment ; 
(3) borrowed for working capital to 
avoid bank loans; or (4) really eating 
up capital.” 


PRESERVING EARNING CAPACITY 


From another source we get this 
statement. ‘“Time and again it be- 
comes obvious that directors of com- 
panies lose sight of the fact that their 
responsibility to the stockholders is 
primarily that of preserving indefinitely 
the earning capacity of the investment 
with which they have been entrusted 
by these stockholders; and it is equally 
obvious that this earning capacity can 
be safeguarded only by setting up a 
proper recording system, by accumu- 
lating a depreciation reserve fund at a 
rate which reflects the velocity of ob- 
solescence or depreciation, whichever 
is more rapid, and than investing this 
fund in that which will achieve the 
result for which the directors are em- 
ployed by the stockholders.” 

In 1932 when there was concerted 
action through the National Commit- 
tee for Industrial Rehabilitation to 
stimulate rehabilitation of manufactur- 
ing facilities, General James G. Har- 
board, chairman of the board of the 
Radio Corporation of America, ad- 
dressed the American Society of Me- 
chanical Engineers relative to the needs 
of the country, pointing out that in the 
past three years the expenditure for 
rehabilitation had fallen behind the 
normal expectancy some three or four 
billion dollars. He attributed this to 
the fact that corporations had not re- 
tained their depreciation accruals in 
funds available for rehabilitation. 

He states that the average corpora- 








tion charges off depreciation on ma- 
chinery each year, but too often it 
means to the management merely an 
account on the books. The annual sum 


corresponding to the depreciation sum _ 


is left in the regular bank account and 
paid out for whatever seems the need 
of the moment.—That it takes nerve 
to buy new machinery for a declining 
business and it often presents a serious 
financial problem.—That if a regular 
funded reserve is set aside each year 
in the form of money invested in 
bonds or other securities, held for use 
in modernizing equipment, the income 
from plant and machinery can be sus- 
tained in as orderly and dependable 
manner as the income from security in- 
vestments.—That undervaluation of ca- 
pacity both in plant and in machinery 
would be avoided if there is a definite 
policy on equipment replacement to 
prevent it. 


Six OBLIGATIONS OF MANAGEMENT 


Mr. F. E. Raymond, Associate Pro- 
fessor of Industrial Research of the 
Massachusetts Institute of Technology, 
has formulated six obligations of man- 
agement: 


(1) To safeguard the capital resources 
of the enterprise from undue ex- 
travagance or loss, keeping them 
intact and unimpaired, and at the 
same time earning an adequate re- 
turn on them. 

(2) To maintain the equipment in a 
ready-to-run condition. 

(3) To safeguard the capital resources 
of the enterprise from the hazard 
of impending obsolescence. 

(4) To write off all capital outlays at 
the time that each makes its con- 
tribution to the operation of the 
business, and to recover from sales 
revenue an equivalent sum sufh- 
cient to amortize those same ap- 
plications of capital, so that the 
management will be assured of 
earning back the original invest- 
ment at the earliest possible mo- 
ment. 

(5) To insure perpetuation of the en- 
terprise through the provision of 
funds for replacement. 

(6) To maintain inviolate the normal 
earning power of every dollar in- 
vested in the enterprise. 
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In discussing this, he states that 
plant executives should be sure that 
the funds set aside from revenue 
through depreciation are available 
when needed for the replacement of 
equipment. In theory there should be 
a definite replacement fund out of 
which cash can be supplied immedi- 
ately for the purchase of new equip- 
ment. That in practice, however, it is 
difficult to convince the average busi- 
ness man that for the sake of conveni- 
ence to the plant executives, idle cash 
or securities in excess of obvious needs 
to support general credit is anything 
but a waste of valuable capital. That 
as long as this attitude exists, the pro- 
curing of funds for the replacement at 
the moment they are needed must re- 
main as one of the risks of doing busi- 
ness until it can be shown that business 
is better off when safeguarded by re- 
serves which have their counterpart in 
specially appropriated cash or securi- 
ties. He goes on further to develop 
the difficulties surrounding the finan- 


cial officer in making the funds avail- ° 


able when needed unless an amount is 
set aside in a special fund. 


CONTROLLING THOUGHT Is 
STIMULATION OF REPLACEMENTS 


Apparently the controlling thought 
of proponents of the plan of tabbing 
reserves is to stimulate the replacement 
of equipment in order to assure that 
the manufacturing facilities are modern 
and representative of the latest de- 
velopments in production. 

Mr. Raymond S. Perry, of the Inger- 
soll Milling Machine Company, ad- 


dressed the Production Division of the \ 


American Management Association in 
November 1938, outlining the policy 
of his company in retiring machinery. 
Theirs is a company wide awake to 
the forward march of technical prog- 
ress and knowledge. Their study of 
this forward trend led their manage- 
ment to adopt the policy of declaring 
each machine obsolete after it had been 
in service ten years and put it on the 
obsolescent list. The plant manager then 
had the alternative of taking this machine 
out of service or proving to the manage- 
ment that it was still a good machine 
and one that would effectively produce 
the goods for which it was intended. 
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Another company sets up each year 
a machinery purchase budget represent- 
ing a reasonable proportion of its de- 
preciation reserve, depending upon 
existing conditions ; this budget is allo- 
cated to the various division managers 
and they are told that they have the op- 
portunity to present recommendations 
up to the amount of that budget. If 
the individual manager does not take 
advantage of this offer, however, it is 
made available to some other division 
manager. 

As a result, there is a substantial in- 
centive for the executives to review and 
purchase equipment. 

I am thoroughly in sympathy with 
the principle that manufacturing fa- 
cilities must at all times be modern and 
up to date, representing the latest in 
plant and equipment and construction, 
in order to produce quality goods at the 
lowest costs and thus be competitive. 

However, I question whether it is 
necessaty or advisable to so tab the de- 
preciation reserve in order to maintain 
its liquidity and provide modernization 
of facilities, or whether this would al- 
ways accomplish the desired results. It 
may be necessary in some cases. 


MAJor RESISTANCE COMES FROM 
PLANT MANAGERS 


It is my experience that the major 
resistance to equipment modernization 
and replacement is from the plant man- 
ager, not because of lack of cash but 
because of higher costing rates due 
to increased depreciation. We have 
instances where equipment has been 
fully depreciated and is still in pro- 
ductive use. Plant managers who are 
profit minded think twice before they 
replace such equipment, on which they 
have no depreciation charge, with new 
equipment and incur the higher de- 
preciation charge. 

This is the experience of Westing- 
house: Each of our manufacturing di- 
visions, of which we have some twenty 
odd, is on a flexible profit budget. The 
manager knows the amount of his fixed 
expenses, of which depreciation is one 
of the largest. Our depreciation plan 
is to take the machine out of the de- 
preciable equipment account when 
fully depreciated. The manager usu- 
ally desires to keep the machine when 
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in operative condition, in that he has 
no depreciation charge to absorb. Dur- 
ing the depression the management 
used all possible persuasion to con- 
vince the managers of the desirability 
of replacing equipment, but usually 
met with strong resistance unless the 
machine was out-moded. 

Let us consider any large industrial 
corporation that is in the business of 
manufacturing a stable line of goods. 
There is a good and sustained market 
for its products over a period of years 
and prospects are that this market will 
continue, with its ups and downs, in- 
definitely. While the company is keep- 
ing abreast of the art in so far as prod- 
uct is concerned, there has been no 
drastic change in design involving en- 
tirely new production facilities. This 
company expands its business from 
time to time by adding new related 
lines of products requiring new plant 
and new equipment. 


A SUPPOSITIOUS CASE 


It is a company that has been in busi- 
ness several decades and expects to 
continue in business for several more 
decades. Such a company has been 
and will continue to be operated by a 
sound forward looking management, 
awake to all the problems of manage- 
ment, sufficiency of products, effective- 
ness of plant and equipment, the prob- 
lem of necessary financing of sales, 
investment in inventory to support pro- 
duction, purchasing of raw materials 
to take advantage of favorable markets 
and protect against unfavorable de- 
liveries, financing forward looking de- 
velopment and research, spreading of 
work in periods of depression, adver- 
tising program, and the like. 

In keeping the plant and equipment 
in efficient operating condition there 
is a continued expenditure of moneys 
for replacement and maintenance of 
the facilities that have created the de- 
preciation reserve, and additional ex- 
penditures are made for new facilities. 

During the first ten to fifteen years 
of a given plant the program of taking 
depreciation has created a reserve with- 
out heavy expenditure being charged 
to that reserve. This reserve will con- 
tinue to be shown on the balance sheet 
as a reserve against fixed assets. How- 
ever, as stated before, this company has 
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been operating for several decades, so 
that now the chances are that the 
current expenditures for replacement 
would approximate, or possibly exceed, 
the current depreciation reserve accrual. 
This would be expected if the depreci- 
ation rates were properly determined. 

You will appreciate from the de- 
scription given that this is a company 
the nature of whose business is such 
that the rate of accrual will depend 
upon the depreciation of the equip- 
ment rather than there being a major 
element of obsolescence. 


WouLD MANAGEMENT BE 
HANDICAPPED ? 


One of the .major problems before 
this management is having available 
the necessary cash to meet situations as 
they are presented. Would not the 
tabbing of the depreciation reserve for 
the replacements of facilities creating 
the reserve tend to handicap and tie 
the hands of this able management in 
their major problems of management ? 
If the policy were to tab and invest 
the reserve thus created, a substantial 
portion of the current assets would not 
be available to them except for that one 
purpose. This probably would result in 


many cases in unnecessary financing, ° 


through capital issues or bank loans. 

Again referring to Westinghouse as 
an example: Our balance sheet shows 
some $132,000,000 original cost of 
fixed assets, against which we have a 
depreciation reserve of $62,000,000. 
There has not been a substantial vari- 
ation from these figures during the 
past ten years. 

We have cash and marketable securi- 
ties of $37,000,000. We figure that 
we require approximately $20,000,000 
cash at all times for immediate work- 
ing capital. 

If we were to invest the $62,000,000 
reserve in securities, held inviolate for 
the one purpose, it is evident that we 
would require new financing of some 
$45,000,000, which under current rates 
of interest would involve a carrying 
chargeof more than $1,250,000 peryear. 

May we now consider a different 
type of manufacturing concern? One 
whose products come in the so-called 
styled classification, in which a new 
style would be brought out every four 
or five years, and in which the super- 


seding style would require an entirely 
new complement of tools and equip- 
ment. In this case the depreciation 
rate, determined largely because of ob- 
solescence, would be that which would 
completely reserve the equipment in 
that four or five years. 

There would have to be funds avail- 
able to replace the production facilities 
at the time needed in order to produce 
effectively the new line of product. 

In this case there would be more of 
an argument for setting aside a de- 
preciation reserve fund, so that it 
would be available at the time of need. 
Here again, however, is the problem 
of management, and I am assuming 
that there is equally as good manage- 
ment as in the first company. The 
management has a full realization of 
the problems; they know that there 
will be the heavy expenditure of the 
replacement of tools for the supersed- 
ing styled apparatus. They have other 
problems of management in the in- 
terim years requiring the expenditure 
of moneys. Should they not likewise 
have freedom of action with regard to 
the use of the cash resources of the 
company ? 

I am inclined to the thought that 
even in a company of this character it 
might handicap rather than aid man- 
agement to tab the fund. 

The ideal of modernizing manufac- 
turing facilities is common with all 
progressive management. It is my opin- 
ion that these results will be obtained 
in the regular course of business with- 
out special bookkeeping stimulation. 
It is a problem for the executive man- 
agements of our corporations. Ag- 
gressive management plans for the fu- 
ture and budgets expenditures. We 
finance officials are a part of that man- 
agement. All cash resources are in 
support of their program. 

I have reviewed the financial reports 
of many many of our large and im- 
portant corporations and have found 
none that discloses the tabbing of 
funds. I have discussed the question 
with independent auditors and have 
learned of only one corporation that 
follows that practice, and in that case 
the fund was loaned to the company 
for working capital, and the fund con- 
sisted of notes of the corporation. 
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Case Material on Controllership Problems 








Ties is presented below the sec- 
ond of the series of reports of 
controllership practices. In this issue 
a problem of budgetary practice is 
vaised by Mr. John H. MacDonald, 
budget director of the National Broad- 
casting Company, and the solution 
adopted by his company is offered. The 
question he raises is one met in vary- 
ing degrees by all companies attempt- 
ing budgeting, but one which is met in 
peculiarly acute form by the radio 
broadcasting industry. In presenting 
this report The Institute again neither 


approves nor disapproves the practice. 


described but offers it as a phase of its 
program to acquaint its members with 
new and alternative methods. 

—THE EpITor. 


Budget Reserve Plan 


The National Broadcasting Com- 
pany operates under a complete plan 
of budgetary control, which is fully in- 
tegrated with the general accounting 
system. An annual budget is prepared 
at the beginning of each year and re- 
vised quarterly. Expenditures in ex- 
cess of approved budgets must first be 
authorized by special appropriations, 
which are initiated by the department 
head, recommended by the vice-presi- 
dent and treasurer, and approved by 
the president. 

The public service nature of the net- 
work broadcasting business makes it 
essential that the company meet with- 
out question all demands for emer- 
gency service, particularly the coverage 
of outstanding news events and dis- 
asters. During the European crisis in 
September, 1938, for example, the 
company originated in twenty days 443 
special programs which would not 
otherwise have been broadcast. Of 
these, 120 were from Europe and in- 
cluded pickups from 18 cities, and 
addresses of international interest by 
such men as Messrs. Mussolini, Hitler, 
Daladier, Benes and Chamberlain. In 
addition, for a period of approximately 
a week, the company maintained 24- 
hour emergency standby service at its 


key stations throughout the country. 
Similar emergency service was rendered 
in connection with the hurricane in the 
northeast, which also occurred in Sep- 
tember, 1938. In addition to emer- 
gencies such as the foregoing, other 
matters arise during the year which are 
absolutely unpredictable at the begin- 
ning of the year. 

In preparing the annual budget and 
revising it quarterly throughout the 
year, the management wishes to pro- 
vide in some way for such emergency 
and unanticipated expenditures. As is 
made clear above, however, it is quite 
impossible to forecast how much such 
expenditures may amount to, when 
they may be incurred, or what depart- 
ments and expense accounts may be 
affected. All that is known is that such 
emergencies have occurred in the past, 
that they will probably occur again, 
and that the company must be prepared 
budget-wise to meet them. 


EMERGENCY EXPENDITURES 


There are at least three ways in 
which such emergency expenditures 
may be provided for in the budget. 

1. Add the estimated amounts by 
departments and accounts to the totals 
for the year finally agreed upon by the 
management and the department heads. 
For example, a given amount could be 
added to wire facilities expense in 
anticipation of some unexpected spe- 
cial event. In this case, the depart- 
ment head would know the amount of 
the reserve provided, as well as the spe- 
cific accounts and months affected. 

2. Provide reserves in the master 
budget, classified by departments. This 
would be the same procedure as No. 1 
above, except that the department 
heads would not know that the reserves 
had been provided. 

3. Establish an account, “Reserve 
for Contingent Expense,” separate and 
distinct from the regular departmen- 
talized expense accounts and include it 
as a separate item in the master budget. 

A fourth way in which the problem 
might be handled, and the one which the 
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company followed until the beginning 
of 1938, would be to provide no special 
reserves for contingencies. When, in 
any given month, expenses were sub- 
stantially higher than the budget and 
consequently net profit was considerably 
lower, the cost of the emergency which 
caused the increased expense was esti- 
mated and explained to the management 
and the board of directors. 

During 1938 the company used the 
second method outlined above, which 
provides for adding in the master 
budget, lump sum amounts, to the pre- 
viously approved budgets of specific 
departments. The executives whose de- 
partments are affected, however, know 
nothing of these additions, the amounts 
being known only to the president, the 
vice-president and treasurer, and the 
budget officer. This method was 
adopted for two reasons: (1) the man- 
agement did not wish to have the de- 
partment heads know of the existence 
of the reserves, feeling that if they 
did know about them they would be 
tempted to use them for non-emer- 
gency activities; (2) because the gen- 
eral accounting system provides for de- 
partmentalizing all expenses of this 
kind, it was felt that the addition of a 
new account such as “Reserve for Con- 
tingencies’” would complicate the ac- 
counting for actual expenditures. Fur- 
thermore, unless a detailed running 
record was kept of all charges made 
to the reserve account, it would be im- 
possible to tell exactly what expenses 
had been charged to it. 


Editorial Note 
Some of the questions raised by the 
above description are: 


WAS THE PROCEDURE ADOPTED BY 
THE NATIONAL BROADCASTING CoM- 
PANY A GOOD ONE FROM THE POINT 
OF VIEW OF (A) MANAGEMENT, (B) 
BUDGETARY CONTROL, (C) ACCOUNT- 
ING PROCEDURE? ARE THERE ANY 
OTHER WAYS IN WHICH THIS PROBLEM 
MIGHT HAVE BEEN HANDLED? WHAT 
ARE THE PRACTICES OF OTHER COM- 
PANIES WHICH HAVE SIMILAR PROB- 
LEMS? 











Accounting Treatment of Sums Repaid 
to Government Under Vinson Act 


A member of The Controllers Insti- 
tute of America recently inquired as to 
the best, and accepted, method of han- 
dling in the accounts, excess profits 
on government contracts, under the 
Vinson Act. This inquirer asked 
whether this item should be treated 
as a tax. Or as a cost of doing business. 
Or as a reduction in price. 

This inquiry was passed along by 
The Institute to the controllers of a 
number of companies which are work- 
ing on government contracts. The re- 
plies are of exceptional interest. 

One company, the United Aircraft 
Corporation of East Hartford, Con- 
necticut, treats the item as a reduction 
in price, according to Mr. F. E. Burn- 
ham, its general accountant. He writes: 


ADJUSTMENT OF PRICE 


“It seems clear to me that excess 
profits on Vinson Contracts should be 
regarded as adjustments of contract 
price. This conclusion is based pri- 
marily on the wording of the Act, and 
the regulations. If profits in excess of 
10 per cent. are earned on Navy con- 
tracts, it seems to indicate that con- 
tract prices are overstated. 

“If this conclusion is sound, it is 
my opinion that the adjustment could 
be recorded on the books in either of 
two methods, (1) as an adjustment 
of sales account, (2) as an adjustment 
to be carried under the miscellaneous 
deduction section of the profit and loss 
statement. 

“The treatment given under 2 above 
is preferred, I believe, because of the 
fact that it may be impractical to allo- 
cate the adjustment against a particular 
contract or type of product. Under the 
Vinson Act, as amended, a contractor 
is entitled to make a combined state- 
ment covering all contracts completed 
within the year, and the profit limita- 
tion applies only if over-all a profit in 
excess of 10 per cent. has been real- 
ized. 

“I have observed that in the pub- 
lished statements of one company, a 
very substantial reserve for excess prof- 


its on Vinson contracts is carried under 
the miscellaneous deduction section of 
the profit and loss statement. This is 
at least another precedent for carrying 
the adjustment in this section of the 
statement. 

“I know of no justification for re- 
garding a payment of excess profits to 
the Treasury Department as being in 
the nature of a tax or a miscellaneous 
cost of doing business.” 

Another controller holds the same 
view. He writes: 

“I am assuming that in your letter 
you are referring to the refund of the 
excess profits as provided in the Vin- 
son Act on Navy work. If my assump- 
tion is correct, the proper treatment 
of this refund and any other adjust- 
ment of like nature is that of a reduc- 
tion in the sales price. Whenever a 
refund of this kind occurs or when- 
ever there is an arbitrary quantum 
meruit settlement forced upon us for 
other reasons than Vinson Act re- 
quirements, we always apply them as 
reduction of sales and amount of Fed- 
eral income tax returns in the year in 
which the sale is taken up as income.” 

Still another controller holds the 
same opinion. He writes: 

“We have a large volume of orders 
coming under the Vinson Act which 
have not as yet been audited by the 
government representatives. If on com- 
pletion of the government audit, we 
are required to return some of the 
profits to the Treasury Department, I 
would be inclined to handle this as a 
reduction of price rather than a tax or 
an item of cost.” 





HE subject of proper control 

of and accounting for inven- 
tories and accompanying problems 
will be dealt with intensively in 
a three-hour session of the Eastern 
Spring Conference of Controllers, 
to be held in New York City April 
24. Details will be announced 
shortly. 
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ITEM OF CosT 

The controller of another large com- 
pany writes that he treats the amount 
as a cost item. He says: 

“I presume the question which has 
been raised relates to the item of ‘ex- 
cess profits’ which, under the terms of 
the Vinson Act, the contractor is re- 
quired to refund to the Government, 
i.e., the amount of net profit earned 
in excess of the “allowed net profit’’ 
of 10 per cent. of the aggregate selling 
prices of all contracts completed within 
the taxable income years. 

“In accordance with the provisions 
of the Act, the contractor is required 
to pay this ‘excess profit’ over to the 
Treasury Department as a specific item. 
In the preparation of our Federal tax 
returns we treat this payment as an 
item of cost, which has the effect of 
reducing our taxable net income by a 
corresponding amount.” 


REDUCTION OF SALES PRICE 


The controller of another company 
which does much work for the govern- 
ment treats the item as a reduction of 
sales price. He writes: ’ 

“We consider refunds under the 
Vinson Act as a reduction of the sales 
price. In preparing our accounts for 
the Securities and Exchange Commis- 
sion, the refund or provisions made 
for an anticipated refund in excess of 
the allowable profit, is handled as a 
separate item and deducted from the 
gross income. 


RECOMMENDS TREATMENT AS 
INCOME TAX 


The controller of another company 
writes that his company has no excess 
profits to account for under the Vin- 
son Act, but adds: 

“The item, in our opinion, would be 
treated as any other income tax, i.e., 
an income deduction. The tax is sim- 
ilar to the excess profits tax that would 
arise under the Federal Capital Stock 
Tax provisions. 
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“It can not be treated as a cost of 
doing business, as T.D. 4723, Article 
8 E-g states: 

‘In order that the cost of performing a 
contract or sub-contract may be accounted 
for clearly, the amount of any excess profits 
repayable to the United States pursuant to 
the Act should not be charged to or in- 
cluded in such cost.” 

“It can not be treated as a reduc- 
tion in price, as the tax, and hence the 
refund, is not ascertained until the year 
following the sale. It does not seem 
proper to us to treat the item as a 
deduction from sales when it bears no 
relation to the sales for that year. Fur- 
thermore, the refund is not made to 
the customer, i.e., the Bureau of Sup- 
plies and Accounts of the Navy De- 
partment, but is collected and paid to 
the United States Treasury, the same as 
income taxes. 

“Also the administrative procedure 
for the determination of assessment 
and collection of the excess profit li- 
ability under Section Three of the 
Act and the Regulations, and the ex- 
amination of reports and claims in 
connection therewith, are prescribed 
from time to time by the Commis- 
sioner of Internal Revenue. This would 
seem to support the view that the 
item is strictly in the income tax cate- 
gory rather than a cost of doing busi- 
ness or a reduction of the selling price.” 


GENERAL CHARGE AGAINST BUSINESS 
OF YEAR 


Another view is expressed by a con- 
troller of a large company, who writes: 

“It would be our idea, in so far as 
we have yet given the matter any 
thought, that tax liability arising by 
reason of completion of government 
contracts subject to the so-called Vin- 
son Act would be disposed of on the 
books in the same manner as income 
for excess profits taxes, which in our 
case would be a general charge against 





MID-WESTERN CONFERENCE 

Controllers of mid-western states 
will conduct a conference at Cleve- | 
land on May 15, sponsored by the 
Cleveland Control of THE CON- 
TROLLERS INSTITUTE OF AMER- 
IcA. Details are announced else- 
where in this issue. 
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the business of the year in which the 
tax accrues. Presumably this would be 
what the inquirer calls a ‘cost of doing 
business.’ It would certainly seem to 
us entirely wrong to treat the tax as 
a reduction of price, nor should it be 
included as a part of manufacturing 
overhead and thus absorbed into the 
direct cost of goods sold. It would be 
hardly a charge against surplus unless 
the liability should be realized in a year 
different from that in which it actually 
accrues under approved accounting 
practice. Our notion would therefore 
be to handle it as an item in the gen- 
eral administrative cost of doing busi- 
ness, which is the way we dispose of 
the income and excess profits tax items. 

“In our experience the orders sub- 
ject to the Vinson Act are seldom com- 
pleted in the year in which the work is 
begun. Most of these contracts stagger 
through two and sometimes three, or 
even four, years under the joint rules 
of the Navy and the Treasury that a 
sub-contract is not completed until the 
main contract has been fully com- 
pleted. While we have a number of 
contracts subject to the Vinson Act, 
by reason of the fact that they stretch 
over several years of time we have not 
yet had a completion that involved 
such an amount of profit that the tax 
would become applicable, and con- 
sequently we have not been obliged to 
technically meet the question raised. 
Our views therefore are entirely specu- 
lative and our practice would have to 
be determined at the time when such 
a situation arises. 

“I should think an equally interest- 
ing question would be whether or not 
a tax paid under the Vinson Act be- 
comes deductible as a part of cost of 
doing business in computing income 
otherwise subject to tax. While the 
Vinson Act calls the levy a tax, the 
Revenue Act of 1936 also called the 
undistributed profits levy a tax. In 
other words the levy is just as much 
a ‘recapture’ of what the law assumes 
to be an excessive or unreasonable part 
of the price charged for goods, which 
gives some weight to the inquirer’s 
suggestion that the tax might be con- 
sidered as a reduction of price.” 

The varying views expressed would 
seem to indicate that this is a question 
which should be studied further. 
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| Institute Literature 
YEAR Books 


The Controllers Institute of 
America has issued six Year Books, 
beginning with 1932. 

Members who have not provided 
themselves with copies of the Year 
Books issued prior to the time when 
they joined The Institute, may wish 
to obtain the earlier books. 

They are available, at $1 a copy, 
but the supply is dwindling, and 
those who are interested in obtain- 
ing them are urged to lose no time 
in putting in their requisitions. 

The Year Books form an interest- 
ing historical background of The 
Institute, containing reports of the 
discussions of the members in the 
earlier days, in which the policies 
and aims of The Institute were 
formulated; also many _ valuable 
papers, together with lists of mem- 
| bers, by-laws, articles of incorpora- 
| tion, and other interesting material. 
A complete set of the Year Books 
| will be useful to all members. 


Back NuMBERS OF “THE 
CONTROLLER” 


Publication of “The Controller,” the 
monthly magazine issued by The 
Institute, was begun with the Febru- 
ary, 1934, issue. Prior to that time 
occasional printed bulletins and an- 
nouncements had been issued. A 
complete set of issues of “The Con- 
troller’ provides a supplementary pic- 
ture of the development of The In- 
stitute and of its work, as well as a 
series of articles which have been 
pronounced valuable contributions 
to controllership and to discussion of 
the problems of the controller. 

Copies of back numbers of “The 
Controller’—with the exception of 
the May, 1934, number, which is out 
of print—are available. Members of 
The Institute who wish to have com- 
plete files of ‘The Controller’ in their 
libraries, including the numbers 
printed before they became affiliated 
with The Institute, may obtain them 
at the special rate of 40 cents a copy. 
The supply consists of but 200 to 300 
copies of each number. 

Provision has been made for bind- 
ing sets of ‘The Controller’ by years, 
at a cost of $2 a volume; The Institute 
also can supply covers for retaining 
copies in loose leaf form. Limp 
covers are to be had at $2 apiece. 


“ONE YEAR’S WorK”: “A YEAR 
OF PROGRESS’: ONE YEAR'S 
ACTIVITIES” 


These are the titles of booklets 
issued in August, 1934-1935, re- 
spectively, in which the activities of 
The Institute during the years named 
are set forth in considerable detail. 
These booklets may be had by mem- 
bers and others without charge, on 
application, as long as the supply 








lasts. | 











What a Banker Thinks of Inventory 
and Other Items of Statement 


In these days of revolutionary 
changes, in almost all things affecting 
the public good, we find banking as a 
component part of our community life 
suffering in a manner unthought of 
twenty years ago. At that time banks 
reached a maximum of about $20,- 
000,000,000 in commercial loans. To- 
day the top figure is not over $8,000,- 
000,000. Mr. John E. Rovensky of 
the National City Bank of New York 
in a recent discussion of the subject 
ascribed this decline to smaller inven- 
tories, more rapid collection of receiv- 
ables, and the absence of normal busi- 
ness growth and of new industries. 
With the rise of chain stores and in- 
stalment selling created by a new mer- 
chandising technique, and with the 
increased speed of freight movement, 
one can see that credit demand has 
been reduced considerably. 

There is another thought I have in 
this connection and that is that there 
appears to be a greater disinclination 
to borrow from commercial banks to- 
day than in the early twenties. Whether 
this can be accounted for by the smaller 
net returns received as the result of 
the penalties imposed by higher in- 
come taxation, I offer no opinion. One 
point I wish to emphasize, however, 
is that commercial banks today are 
vitally interested in building up their 
loan accounts and are anxious to place 
their facilities at the disposal of their 
customers. 

Due to this lack of good old-fash- 
ioned, short term self liquidating 
loans, commercial banks have become 
primarily investing institutions. A new 
tendency, encouraged by new banking 
legislation and the attitude of regu- 
latory authorities, is to get away from 
emphasis on liquidity, or quick con- 
vertibility of paper into cash, and to 
accept notes running a longer period. 
These are known as term loans and 
they commonly run five years, though 


By Mr. D. A. DARIN 


Assistant Vice-President, National Bank of Detroit 


usually part of the amount borrowed 
is serially retired during the interim. 
Term loans are sometimes substituted 
for note or bond issues offered through 
underwriters in order to save the red 
tape and expense of registry with the 
Securities and Exchange Commission 


and to obviate special liabilities to 


officers and directors. This method of 
borrowing is also employed for expan- 
sion and development when the bor- 
rower is confident that the loan can be 
retired out of expected earnings. 

Bank interest being as low as it is at 
present, is an inducement to borrowers 
to retire bonds or stocks which call for 
higher rates. However, we should 
point out that very few institutions 
would qualify for this type of credit. 
Stability of industry, and outstanding 
management with continued proba- 
bility of earnings, are paramount fac- 
tors to be considered in connection 
with term loan requests. As the fun- 
damentals of analysis of balance sheets 
by bankers are the same in either the 
short or term loan, we will consider 
the subject first in detail, and later 
in summary form. 





OME interesting observations 
as to a banker’s point of view 
of a balance sheet submitted with 
avequest for an extension of credit 
are made in the address presented 
here. Its title was ‘What a Banker 
Looks For on a Corporation Bal- 
ance Sheet.’ Mr. Darin’s views, 
especially with respect to checking 
the inventory item, are particularly 
interesting, helpful, and informa- 
tive. 

This address was delivered at a 
meeting of the Detroit Control of 
THE CONTROLLERS INSTITUTE OF 
AMERICA held January 11, 1939. 


—THE EbirTor. 
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PREPARATION 


Just as men differ in individual char- 
acter, thinking, and polish, so do the 
financial reports which business men 
prepare and publish differ in form, 
content and appearance; no two are 
just alike. We find great differences 
not only in the size and form but also 
in the amount and quality of the in- 
formation furnished. 

If the facts of each individual con- 
cern are not compressed too much, the 
balance sheet will tell at least some- 
thing of the guiding spirit of the or- 
ganization whose financial condition it 
portrays. The strong and the weak; 
the reckless and the conservative; the 
vain and the modest; the indifferent 
and the careless—all of the pro- 
nounced types are reflected in their re- 
spective balance sheets. 

Furthermore, by a comparison of the 
financial statement of a company with 
the statements of other companies in 
the same line of business, we see the 
great men stand out from the throng 
of small men, and the failures shrink 
into the shadow cast by the men who 
know their business. The right ratios 
between all balance sheet figures; suffi- 
cient but not too much capital; bor- 
rowed money in proper balance to 
quick assets—these should stand out 
in relief in the statement. 


TYPICAL STATEMENT 


We shall take up a typical statement 
with a discussion of each item as it ap- 
pears in its usual order. First would 
be cash. The great bulk of cash trans- 
actions do not involve actual cash. Set- 
tlements of accounts are almost entirely 
matters of bookkeeping. Cash in bank, 
legally, is simply a claim just as a sale 
oa account. As you know, this is recog- 
nized by taxing authorities where these 
two types of claims may be offset by 
claims of others against the business; 
the net result only would be taxed as 
personal property. I have seen cases 
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in which extraneous items such as wel- 
fare orders have been included in the 
cash account. An asset of this charac- 
ter would be more accurately classified 
as a receivable. Claims against closed 
banks certainly should not be classi- 
fied as payable on demand. They are 
not available for current needs. Fre- 
quently checks, drafts, and the like, 
payable at distant places, are received 
by banks as deposits and credited at 
once to depositors, if in good standing 
with the banks, it being understood 
that these depositors will not draw 
against the uncollected credits. If these 
uncollected items are large, they should 
not be included in ‘‘Cash in Bank,” but 
should be described as “Checks Drafts 
for Collection’” and shown as a sepa- 
rate item. Any deposits which are not 
free should be so labelled. 


Notes RECEIVABLE 


The term ‘Notes Receivable” means 
or should mean negotiable promissory 
or accepted drafts received from cus- 
tomers in settlement for goods sold, 
but discounted, transferred or assigned. 
Only the good should be included. A 
note taken in satisfaction of an open 
account is subject to question. Notes 
received from the management or the 
employees should be shown separately. 
The same goes for notes of subsidiaries 
as these are in a sense capital charges. 
A banker must be sure that notes, if 
sold, should not be with recourse, be- 
cause if they are a contingent liability 
they might develop into a real liability. 


ACCOUNTS RECEIVABLE 


Accounts Receivable means the sum 
total of unsettled charges against debt- 
ors, usually for merchandise sold and 
delivered. In other words, it is a claim 
for goods delivered, forming the main 
object or purpose of the business. Ac- 
counts receivable are appraised as 
“good” when (1) the amounts shown 
are not due according to terms of sale 
or (2) are overdue, but experience in- 
dicates the belief that they will be paid 
within a reasonable time. A test of 
their goodness, which bankers use, 
would be to learn, (1) the terms of 
credit on which goods have been sold; 
(2) volume of sales, and (3) the 
amount of accounts receivable out- 
standing. 
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As an example the X Company sold 
during the year an aggregate of 
$680,000 on various terms of credit, 
the average of which was 45 days. 
The amount outstanding was about the 
same at the beginning as at the end of 
the year, i.e., $111,000, whereas the 
accounts receivable, if collected accord- 
ing to the terms of credit, would 
amount at any one time to not over 
about one-eighth of the total sales, or 
$85,000. The actual amount of ac- 
counts receivable was, therefore, about 
$25,000 greater than the terms of sale 
would indicate. 

This rule, of course, must not be 
taken as a basis for final judgment 
without further inquiry but it would 
seem the credit policies of the com- 
pany are weak. As additional means of 
assisting the reader of the balance sheet 
to determine the goodness of the re- 
ceivables, it would be enlightening to 
supplement this particular item with 
an aging of the accounts together with 
a schedule of the larger debtors. 


INVENTORIES 


The subject of inventories is one 
I approach with some trepidation, for 
in the first place it presents some very 
involved problems. In the second 
place, I realize that included among 
the members here tonight are many 
who have a much broader knowledge 
of the technical aspects of inventory 
taking and valuation than I have. But 
I would like to discuss inventory cer- 
tificates with you—as I have with other 
friends in the accounting profession. If 
I recall correctly, the customary inven- 
tory certificate reads something like 
this: 

“Inventories were taken under the 
supervision of the management who 
certify to the correctness of the quanti- 
ties. Footings and extensions were veri- 
fied by ourselves and from the exami- 
nation made we believe the inventories 
are fairly valued.” 

My reaction has often been that such 
a certificate relieves the accountant of 
all responsibility for the accuracy of 
the inventory and likewise for the net 
operating results reported for the pe- 
riod. My friend, the accountant’s, an- 
swer is that he is not an appraiser and, 
therefore, is not qualified to determine 
the condition or value of inventories. 
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In such matters, he says, he must con- 
fine himself to the determination of 
facts within the scope of his recog- 
nized qualifications and accordingly he 
does not verify and does not take re- 
sponsibility for either inventory prices 
or conditions unless he is paid to take 
an actual physical inventory. 

I concede this point of view because 
we, as bankers, do not want to burden 
our customers with the costs of a com- 
plete independent inventory check nor 
do we expect accountants to be held 
responsible for the exact accuracy of 
accounts they have not been paid to 
verify. But I do believe there is middle 
ground where the customer will be 
charged a reasonable fee, the banker 
will be satisfied with the dependability 
of the report, and the account will be 
adequately compensated. 

In this connection, I believe that the 
accountant should concentrate on an 
investigation of the methods employed 
in the taking of the inventory and sat- 
isfy himself as to their adequacy. Natu- 
rally, he should check the accuracy of 
computations and extensions and ob- 
tain a certificate as to quantities, qual- 
ity and condition from a responsible 
officer of the corporation. Beyond this, 
he should make some physical exami- 
nation and should consult with em- 
ployees and foremen as to exactly what 
procedure they followed in the physical 
count. 

As a test check it seems advisable 
that he should count sample lots to 
further assure himself of physical ac- 
curacy. There are numerous other veri- 
fications in order, for the purpose of 
determining inventory valuations, such 
as obtaining current market prices from 
trade journals, inspecting customers’ 
invoices, and the like. In summary, I 
believe the auditor’s job has been well 
done when he has investigated and is 
satisfied that the methods followed by 
the customer in his stock taking have 
been proper and have been carefully 
carried out by employees, and has as- 
sured himself that the pricing has been 
on the basis of such values as to pre- 
sent a substantially accurate total. 


LIFE INSURANCE 


When a business depends for its 
success almost entirely upon the abil- 
ity of one or more persons, bankers 








92 


may require life insurance on the lives 
of those persons. Only the cash sur- 
render value of the policy should be 
shown on the statement. 


PAYABLES 


Bankers scrutinize any large volume 
of notes given for merchandise as it 
indicates a lack of cash to take advan- 
tage of discounts offered, and a lack of 
cash invariably means that the business 
is not properly financed. Notes payable 
for money borrowed may be either to 
brokers or banks. In these days of easy 
money some concerns finance all of 
their operations through brokers. It 
might be well for business men who 
engage in this type of borrowing to 
discuss their requirements with their 
banker. After all, note brokers usually 
sell their purchases through banks. 
Notes or accounts payable to insiders, 
particularly in close corporations, arise 
sometimes from cash advances but 
under present tax impositions, more 
likely from unpaid bonuses and sal- 
aries, or as in the past two years to un- 
paid dividends created to avoid the 
surplus distribution tax. Banks get 
around this type of liability by having 
the creditors assign and subordinate 
the amount to the banks, during the 
borrowing period. 

Any general total of accounts pay- 
able will not disclose whether the cred- 
its are under or overdue, according to 
the terms of the purchase. So it is 
desirable to have this classification 
available. In fact, when necessary, a 
list of important creditors will be asked 
for so that direct checkings or deal- 
ings by the business may be made. This 
is one source from which banks receive 
important information on management 
and policy, all of which is treated con- 
fidentially. 

BONDED DEBT 


In connection with seasonal credits, 
the banker examines the indenture cov- 
ering the borrower's fixed debt to see 
that all conditions have been met, be- 
cause the entire debt may technically be 
due. That portion of the long time 
debt due within a year is classified as 
current. 

RESERVES 

There are some types of reserves 

which must be examined closely to de- 
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termine whether they are in reality 
liabilities, rather than divisions of sur- 
plus. Some of these arise out of pur- 
chase commitments where the market 
value of the product has declined sub- 
stantially over the contract price. Guar- 
anties in connection with the sale of 
merchandise over a period are in this 
class. 
CONTINGENT 


I believe that contingent debts are 
the most difficult to ascertain definitely. 
Take a chain with the majority of its 
stores on lease. Should it be forced 
into liquidation, as I recall one such 
case here in Detroit, how much in the 
form of damages will be added to the 
debt is a problem. Another situation, 
I remember, was the'high pressure sale 
of household equipment from house to 
house on the instalment plan which 
was followed by the depression and 
resultant foreclosures. This paper had 
been sold to the finance company with 
recourse and, as you might expect, the 
liability became real when collections 
and foreclosure sales did not begin to 
make up the deficiencies. This was only 
one phase of the particular company’s 
operations, but the unknown factor 
mentioned finally forced the company 
into receivership. 


WORKING CAPITAL 


One of the first things to consider in 
the analysis of a balance sheet is the 





DECLARATION OF 
PRINCIPLES 


The following declaration was 
adopted by the Board of Directors of 
The Controllers Institute of America 
on January 19, 1933, at the sugges- 
tion of the Committee on Professional 
Standing: 

The Controllers Institute of Amer- 
ica stands for the observance of the 
highest ethical standards in corpo- 
rate accounting practice and in the 
preparation of reports of financial 
and operating conditions of corpora- 
tions to their directors, stockholders 
and other parties at interest, in such 
manner that all concerned may know 
the actual conditions in so far as 
such reports may assist in the de- 
termination thereof. To that end, the 
Controllers Institute of America of- 
fers its advice and assistance in con- 
nection with any movement which 
has for its purpose the establishment 
of better safeguards for the protec- 
tion of the investor. 

















“liquid” condition of the assets as 
compared with its immediate liabili- 
ties. X Company shows that cash, Re- 
ceivables and Merchandise, represent- 
ing what are usually called Current 


Assets, amount to about $370,000 
while current debts amount to $88,000. 
This is a desirable condition as the 
ratio is about 4 to 1. Regarding the 
current ratio, however, let me mention 
that during recent years there has been 
a tendency in banking circles to depart 
from the old yard stick, the 2 for 1 cur- 
rent ratio, and while it is recognized 
to a certain degree, more emphasis is 
placed upon the composition of the 
current assets and the character of the 
current liabilities, together with the 
working capital trend. 


SEASONAL BUSINESS 


An important consideration relates 
to the time the statement was prepared 
as compared to the natural flow of the 
business. If the business is seasonal, 
that is, one in which the largest vol- 
ume of sales occurs in any one or two 
of the four seasons of the year, a fair 
statement of condition can not be made 
between the periods of active business. 
For purposes of comparison, therefore, 
balance sheets to be of value, should 
be submitted at the close of the natural 
business year. This should be arranged 
so the reports will best express the re- 
sults for the year and a consistent pol- 
icy should be followed in this connec- 
tion. 

To show how misleading a balance 
sheet may be if prepared at an inap- 
propriate time, take a business the bulk 
of whose sales occur in January, Feb- 
ruary, and March. The fiscal year is 
the calendar year. Suppose the books 
are closed monthly, as sometimes hap- 
pens. At the end of the March quar- 
ter, profits would be exceptionally high 
but from that point on for the ensuing 
nine months, losses occur which will 
all but offset the earlier gains. Now a 
balance sheet taken off at any time 
prior to the close of the actual business 
year as you can see makes a poor com- 
parison and does not give a complete 
picture to the banker who naturally 
wants to see the worst possible situa- 
tion that develops. 
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An experienced analyst does not 
draw his final conclusions on the face 
of the statements only. There are many 
things about which inquiries must be 
made for information behind the fig- 
ures. One customer borrows money and 
another borrows merchandise. The suc- 
cessful manager borrows money and 
pays his merchandise debts in accord- 
ance with terms; the other continues 
to borrow merchandise so long as his 
credit lasts. Abnormal merchandise 
credit to the buyer is no more healthy 
than over extension of credit by banks. 
In a number of businesses, the entire 
profits consist of cash discounts earned. 


CHARACTER OF BORROWER 


There are several other calculations 
which may be of interest and possible 
profit to one who desires to learn the 
utmost from credit statement analysis, 
but to the average banker of experience 
the various considerations can not be 
reduced to figures on which to base his 
“yes” or ‘no’! He knows that credit 
analysis must recognize, first, the par- 
ticular line of business; second, the 
particular concern with regard to others 
in the same line; and lastly, the per- 
sonal equation of the managers, which 
is not expressed in figures. While he 
consciously places the personal charac- 
ter of the applicant for a loan last in 
the program of examination, the ex- 
perienced banker unconsciously thinks 
of that credit feature first. He knows 
that many loans in the charge-off class 
were made on perfect statements. He 
also knows that other requests which 
perhaps should have been granted were 
turned down because of the slightly 
imperfect statements. 

The determination of a_ business 
man’s credit can not be removed from 
human judgment and based upon the 
mathematical calculations. Nor, on the 
other hand, can credit be granted upon 
the mere persuasiveness of experienced 
borrowers. A wise banker will seek to 
know all the essential facts affecting 
the borrower’s business, learn of his 
reputation and see him face to face. 
With this combination of collected 
facts and personal judgment, he and 
his associates will decide finally 
whether or not his bank should lend 
its funds to the applicant. 
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Cleveland To Be Scene of Mid-Western 
Conference of Controllers, May 15 


The second mid-west conference of 
controllers to be called by The Con- 
trollers Institute of America will be 
conducted on May 15 at Cleveland. 
The first such conference took place 
on May 20, 1938, at Indianapolis. 

The Cleveland Control, of The Con- 
trollers Institute of America, has as- 
sumed responsibility for conducting 
this year’s Mid-West Conference, after 
hearing a presentation of proposed 
plans by the managing director of The 
Institute at a meeting of the Control’s 
officers and directors on February 14. 

Mr. H. L. Patch, of the Standard 
Oil Company of Ohio, president of the 
Cleveland Control, addressed a letter 
to the members of the Cleveland Con- 
trol on February 20, in which he told 
of the decision to hold the conference 
in Cleveland, and announced the make- 
up of the Cleveland committee to have 
charge of the arrangements. 

Mr. Frank J. Carr, of the American 
Steel & Wire Company, who was first 
president of The Institute, was named 
chairman of the committee to conduct 
the conference, and Mr. L. D. McDon- 
ald, of the Warner & Swasey Com- 
pany, vice-chairman. 

Others to whom committee appoint- 
ments were tendered are: 


Mr. J. J. ANZALONE, Chesapeake Cor- 
poration. 

Mr. H. H. Brack, Bailey Meter Com- 
pany. 

Mr. JAMES P. CARPENTER, Cleveland 
Union Stock Yards Company. 

Mr. C. L. Cote, Glidden Company. 

Mr. ARTHUR M. Dewey, Joseph & 
Feiss Company. 

Mr. SAMUEL DUNLAP, American 
Steel & Wire Company. 

Mr. A. J. P. Est iin, Distillata Com- 
pany. 

Mr. ARTHUR J. FINK, Oglebay-Nor- 
ton & Company. 

Mr. WILLIAM R. ForsyTHE, General 
Motors Corporation, Cleveland. 

Diesel Engine Division 

Mr. N. E. GAUTHIER, Ferro Machine 
& Foundry Company. 

A. G. GEISHEIMER, White Sewing Ma- 
chine Corporation. 


Mr. Wexsy E. GILLETTE, Ferbert- 
Schorndorfer Company. 

Mr. J. E. HEIDGEN, Basic Dolomite, 
Inc. 

Mr. H. H. HOLuinGeER, Firestone Tire 
& Rubber Company. 

Mr. JAy IGLAUER, Halle Brothers 
Company. 

Mr. VINCENT W. Jones, Cleveland 
Cooperative Stove Company. 

Mr. Frep W. Kut, Kelley Island 
Lime & Transport Company. 

Mr. JosEPH S. KusTIN, Marquette 
Metal Products Company. 

Mr. WILLIAM R. LORENZ, Cleveland 
Hardware & Forging Company. 

Mr. C. M. McConkiIE, Plain Dealer 
Publishing Company. 

Mr. ROBERT J. SNYDER, Steel and 
Tubes, Inc. 

Mr. L. R. Swett, Central Outdoor 
Advertising Company, Inc. 

Mr. MATH W. THERNES, Ohio Public 
Service Company. 

Mr. K. F. THomas, National Refining 
Company. 

Mr. H. P. THORNTON, White Motor 
Company. 

Mr. THoMaS J. Tosin, Erie Railroad 
Company. 

Mr. KENNETH R. WooprING, Na- 
tional Screw & Manufacturing Com- 
pany. 

The ten Controls in the mid-western 
territory, in addition to Cleveland, 
have each been asked to designate one 
or more representatives to cooperate 
with the Cleveland committee in ar- 
ranging and conducting the confer- 
ence. They are: Buffalo, Chicago, Cin- 
cinnati, Detroit, Indianapolis, Kansas 
City, Milwaukee, Pittsburgh, St. Louis, 
Twin Cities. 

The committee will meet in March 
to arrange the program of the confer- 
ence, decide on subjects to be con- 
sidered, extend invitations to selected 
men to act as chairmen of various 
groups, discussion leaders, reception 
committee, and in various other capaci- 
ties. It is planned to schedule one 
general session, a half day of small 
group conferences, and a dinner. 









In the September, 1938, issue of 
THE CONTROLLER, Professor Wyman 
P. Fiske, of Massachusetts Institute of 
Technology, presented a most thought- 
ful and constructive discussion of the 
general subject of training for control- 
lership and referred specifically to for- 
mal academic methods, apprenticeship, 
and membership in professional groups, 
such as The Controllers Institute of 
America, as three possible methods of 
training. He then developed the essen- 
tial features of each method and made 
specific suggestions as to possible types 
of courses to be included in college 
curricula. The many complimentary let- 
ters which were received concerning 
this article, some of which were pub- 
lished in the December issue, testify 
to the enthusiastic reception it re- 
ceived. 

The purpose of the present article is 
to carry forward the discussion initi- 


ated by Professor Fiske, particularly \ 


with respect to what business is actu- 
ally doing to train college graduates 
and others for controllership. The ma- 
terial presented is based on approxi- 
mately fifty replies received to a recent 
inquiry addressed to a selected list of 
Institute members whose companies it 
was known or believed are doing active 
work of this kind. 


Summary of Training Policies 
and Methods 


Before outlining in detail the poli- 
cies and practices of individual com- 
panies, it will be well to summarize 
briefly the essential facts which this 
study reveals. These are: 

1. With two exceptions, which will 
be mentioned later, practically all com- 
panies favor the principle of training 
employees for controllership. In the 


majority of cases training is given, or 
is available, to both college and non- 
college men. 

2. The majority of companies favor 
and follow the policy of filling va- 
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cancies by promotion. Thus, in many 
cases, the number of trainees and the 
character of the work given them is 
regulated by promotional possibilities. 
For example, Mr. Henry C. Perry of 
the Heywood-Wakefield Company says: 


“So far as possible it is our policy to 
promote men within our own organiza- 
tion by assigning them to tasks of pro- 
gressively higher grade and by training 
them in company methods. 

“We do not single out men of college 
grade for these positions. If they have 
the aptitude, the application and sufficient 
interest to train their minds for control- 
lership, we draw no line between college 
and non-college men and have repre- 
sentatives of both classes in charge of our 
administrative departments.” 


APPRENTICESHIP METHOD MosT 
FAVORED 


3. Apprenticeship is the training 
method most favored. Companies rec- 
ognize the need for supplementing an 
employee’s previous experience with 
specific information regarding their 
own methods. Furthermore, this type 
of training gives the company an op- 
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R. JOHN H. MacDOoNaL_p, 
M author of this article, is 
budget director of the National 
Broadcasting Company. He is 
chairman of the Committee on 
Education of THE CONTROLLERS 
INSTITUTE OF AMERICA. The ma- 
terial presented is based on replies 
received by Mr. MACDONALD to 
an inquiry addressed to a selected 
group of controllers of large com- 
panies, concerning the procedures 
followed by those companies in se- 
lecting and training men for re- 
sponsible positions in Controllers 
Departments. It is a part of the 
study of the problems of training 
| for controllership which The In- 
| stitute is conducting. 
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Training Men for Key Accounting Jobs 
Done Thoroughly by Business 





portunity to “size up” the employee 
and to eliminate him promptly if he 
does not qualify. The practice of the 
Vick Chemical Company, as stated by 
Mr. E. G. Michaels, illustrates this 
point. 


“From time to time we employ young 
men in the accounting department. We 
hire only those who have specialized in 
accounting and business science. They 
also must have certain other qualifica- 
tions, such as participation in general 
campus activities. They have to be pre- 
sentable—and we insist upon some kind 
of background. 

“These men are employed on strictly 
a trial basis. They first do detail work 
on different machines. From there, they 
are put on some statistical work. But we 
let them go immediately if they can not 
master the fundamentals. If they do not 
develop a flair for figures, particularly ac- 
curacy, we drop them at once. 

“After a year or more of fundamental 
detail work, we turn the most promising 
trainees over to the chief of personnel, 
who gives them approximately nine 
months training. Those who have not 
shown definite promise up to this point, 
however, are dropped before starting the 
work. This training consists of a regular 
course covering the policies and opera- 
tions of the entire organization, includ- 
ing the history and development of the 
company. This gives them contact with 
our chief executives, and ends with six 
months selling experience on the road. 
During this period they have to pass 
periodic tests, which again gives us op- 
portunities to size up each individual. 
In addition, they are given two complete 
written examinations. 

“When the training course is com- 
pleted, they are turned back to the con- 
troller, who places them in the office of 
our chief accountant, or in accounting 
work in one of our factories. We try to 
rotate these men by moving them to new 
offices each year.” 


ORGANIZED PROGRAMS OF TRAINING 


4. Several large companies—West- 
inghouse Electric & Manufacturing 
Company, General Electric Company, 
American Steel & Wire Company, 
American Smelting & Refining Com- 
pany, General Mills, Inc. and the Arm- 
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strong Cork Company—have com- 
pletely organized programs of training 
for controllership and related posi- 
tions. The policies and methods fol- 
lowed by these companies are outlined 
in detail in subsequent paragraphs. 

5. Several concerns have college 
graduates in training, although the 
procedures used are somewhat less 
formal than those of the companies 
mentioned above. For example, Mr. 
C. H. Roberts of the Johns-Manville 
Corporation writes as follows regard- 
ing the practices of his company: 


“While we do not have any particular 
policy of training college graduates in 
the controller’s department, we have em- 
ployed graduates of the Amos Tuck 
School, Wharton School and two or three 
others. However, several of these men 
have gone from department to department 
because we thought, all other things be- 
ing equal, that they were the ones to be 
put through in this manner. In addition, 
we keep an eye on the up and coming 
lads in our offices throughout the country 
so that we have a reservoir to draw on if 
more important jobs at headquarters need 
to be filled.” 


TAKE NIGHT SCHOOL COURSES 


6. Several companies report that 
while they have no definite training 
program as such, all accounting de- 
partment employees are encouraged to 
attend evening classes of local educa- 
tional institutions. A typical arrange- 
ment of this kind is outlined by Mr. 
T. W. Dinlocker of SKF Industries, 


Ine:: 


“We have no definite plan for hiring 
and training college graduates in the Con- 
troller’s Department. ‘While there are a 
few college graduates employed, most of 
the key positions are held by men who 
supplemented their high school education 
with night courses at the Wharton School 
of the University of Pennsylvania. In 
hiring new people we require that the ap- 
plicant be a graduate of a high school and 
be eligible in other particulars to advance 
to a higher position. We suggest to 
these younger men that they follow the 
same general courses of supplementary 
education which have been found so suc- 
cessful for the older men. This has re- 
sulted in a constantly growing group of 
young men who are ready to take on in- 
creased responsibility. Thus, over the 
years we have not found it necessary to 
employ college graduates or men of long 
experience in accounting work to fill key 
positions. Our people know that the re- 
ward for loyal and efficient service, sup- 
plemented by extra courses of study, is 
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eventual promotion to one of the better 
positions in the accounting organization.” 


Other companies which follow a 
similar policy are the Virginia-Caro- 
lina Chemical Corporation, the Kelsey- 
Hayes Wheel Company, Ed. Schuster 
& Co., Inc., and the Allied Kid Com- 
pany. 

An interesting and quite unique rea- 
son why employees enroll for outside 
courses is outlined by the controller of 
a well known concern. 


“For the past eighteen months certain 
of our offices have had American Feder- 
ation contracts covering the employment 
of office workers, including auditors and 
bookkeepers in the Controller’s Depart- 
ment. Although these contracts do not 
provide for a closed shop, all employees, 
whether union or non-union members, are 
governed by the terms of the union agree- 
ment. 

“One of the major sections of the 
agreement is that dealing with promo- 
tions. Contracts provide that in cases 
where vacancies exist or new positions are 
created, every employee has a contract 
right to apply for consideration in the 
filling of the position. The companies 
also have a contract obligation to fill 
these positions from the applications sub- 
mitted, fitness and ability being equal, 
length of service in the company to gov- 
ern in making the award. 

“The union contract has resulted in an 
attempt on the part of every worthy em- 
ployee to study for the position occupied 
by his immediate superior or others in 
the next higher salary brackets, to the 
extent that in the Controller’s Depart- 
ment many of the employees have regis- 
tered for accounting courses and are 
working along educational lines in a most 
helpful and commendable manner.” 


CORRESPONDENCE COURSES, PLUS 
CLass STUDY 


7. Two companies—Westinghouse 
Electric & Manufacturing Company 
and the Armstrong Cork Company— 
specifically mention employee enroll- 
ments in correspondence courses as a 
method of training. Mr. Vine F. 
Covert of the former company sum- 
marizes their plan as follows: 


“About two years ago we selected one 
of the correspondence school’s accounting 
courses as paralleling in sequence of its 
lesson material, our accounting operation. 
We organized classes of the younger em- 
ployees, among whom were many gradu- 
ates of business administration courses. 
Those enrolled in the classes are required 
to carry all of the regular schedule of 
lesson work through the use of the cor- 
respondence school’s text material. Ex- 





95 


aminations and reports are graded by the 
school just the same as for any other in- 
dividual enrolled. Classes are held bi- 
weekly, partly on company time and 
partly on the individual’s time. The first 
part of the class period is devoted to a 
discussion of the assigned lesson and 
clearing up any questions which the stu- 
dents may have concerning the text ma- 
terial. The latter part of the class period 
is taken up by a discussion of our own 
accounting practices which parallel that 
particular text book subject. Where neces- 
sary one of the older employees, or some- 
times a member of the headquarters staff, 
explains our departmental procedure, us- 
ing graphs, simple forms, and the like, in 
explaining our own procedure. 

“The company pays part of the cost of 
enrollment and the employee pays the bal- 
ance. The company provides the teacher. 
The program involves study throughout 
the year, except during the summer 
months. This program has been carried 
on for about two years and is scheduled 
for about two years ahead at this time. 
From our standpoint it is very satisfac- 
tory.” 


COLLEGE GRADUATES SOUGHT FOR 
SPECIAL POSITIONS 


8. While, as has been brought out 
above, few if any companies employ 
and train only college graduates, sev- 
eral state that such men are preferred 
when applicants with special training 
for a particular position are needed. 
Speaking of this aspect of the employ- 
ment of college graduates by his com- 
pany, Mr. H. A. Gidney of Gulf Oil 
Corporation writes as follows: 


“A case in which a college trained man 
was definitely sought occurred in my own 
office this year when we had occasion to 
fill a vacancy in our General Statistical 
Department. The department got in touch 
with the University of Pittsburgh, the 
Harvard Business School, and the Whar- 
ton School. Each of these institutions 
gave us certain definite recommendations, 
from which about half a dozen men were 
selected for interview. Finally one man 
was selected and is now in our employ. 
In this instance the nature of the work 
was such that we felt it necessary to have 
a graduate of a business administration 
course, and since no one was available 
within our organization, an outside man 
was employed.” 


9. Executives of two important com- 
panies express grave doubts as to the 
desirability, from the viewpoints of 
both the employer and the employee, 
of hiring and training graduates of col- 
legiate schools of business for control- 
lership and related positions. These 
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men question the idea primarily on the 
grounds that, in their companies at 
least, there is no assurance of adequate 
advancement for such men when the 
training period is completed. These 
views, while not in accord with those 
of the majority, clearly merit careful 
consideration and are included in the 
subsequent discussion. 


Training Activities of Westing- 
house Electric and Manu- 
facturing Company 

As previously stated, this company 
is one of several which has a com- 
pletely organized training program. 
Through the courtesy of Mr. Roscoe 
Seybold, vice-president and controller 
of the company, and president of The 
Controllers Institute of America, the 
policies and practices followed are de- 
scribed below: 

“We are now carrying on three dis- 
tinct programs for training employees, 
not necessarily for the position of con- 
troller, but primarily to provide a 
broader foundation and overall under- 
standing of our accounting operations. 
Through personal visits in the early 
spring to the larger universities that 
have business administration courses, 
we interview and select a limited num- 
ber of students who are about to grad- 
uate. These individuals are started on 
one of the two courses described be- 
low: 

(1) This first course consists of a 
training program which takes approxi- 
mately thirty months to complete. 
Under this plan the student starts as a 
time clerk, then spends a fixed amount 
of time on each successsive phase of 
our accounting operation until at the 
end of the period he has had a reason- 
able opportunity to cover practically 
the entire operation. These students are 
not assigned any specific responsibility, 
but work with the regular employees 
in each section. Through helping on 
the actual work and by asking ques- 
tions and studying the operations, they 
are expected to get not only a fair idea 
of the actual operation but to learn 
how it ties in with the preceding and 
subsequent operations. At periodic in- 
tervals the student must submit a writ- 
ten report outlining the work he has 
covered, record his understanding of 
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the necessity for such work in its pres- 
ent form, and show how it ties in with 
the overall accounting program. These 
reports are reviewed by a staff mem- 
ber and discussed in some detail with 
the student. 


GIVEN DEFINITE ASSIGNMENT 


“At the completion of the thirty 
months’ period it is expected that the 
individual can be given a definite as- 
signment and that he should be able 
to contribute something more than or- 
dinary clerical production. Such con- 
tributions naturally should be in the 
way of recommendations for simplifi- 
cation and improvement of our ac- 
counting procedure. 

“While we believe this program is 
highly desirable from the standpoint of 
the individual student, there is a rather 
serious objection to it on the part of 
the regular employees who are inclined 
to resent the advantages and opportu- 
nities given the students. The natural 
reaction is that such opportunities 
should be offered to present employees 
rather than to those with no previous 
service with the company. 

‘“(2) The second program consists 
of assigning the individual student 
to study some phase of our operation 
which is not satisfactory but which, to 
improve it, requires a lot of study not 
only of the operation itself but of re- 
lated operations. These assignments 
are such that a regular employee can 
not carry them out satisfactorily be- 
cause they require undivided study and 
contacts with many individuals. At the 
conclusion of the study the student is 
required to recommend a change in 
procedure, together with a design of 
any new or substitute forms required. 
In some cases he must actually help in 
making the change effective if his rec- 
ommendation is approved. This pro- 
gram has considerable merit in that the 
student has an opportunity to study 
many different phases of our work, is 
at least semi-productive and is taught 
to think in a rather broad way. He can 
also carry on the assignment without 
resentment on the part of the regular 
employees.” 

A third training program carried on 
by this company concerns the work 
done in cooperation with a correspond- 








ence school which was outlined in a 
previous section. 


General Electric Company 


One of the oldest and most complete 
programs of training for executive ac- 
counting responsibilities is that inaugu- 
rated in 1919 by the General Electric 
Company. Mr. S. L. Whitestone sum- 
marizes the background and essential 
features of this plan as follows: 

“For many years the General Elec- 
tric Company has been giving special 
attention to the training of young men 
for administrative work in the account- 
ing and financial field. In 1919 this 
effort took the form of a definite train- 
ing program, called the Business Train- 
ing Course, for which a number of 
carefully selected candidates are chosen 
each year from the leading colleges and 
universities. The original emphasis was 
almost entirely on accounting, and al- 
though the outlets have been expanded 
to include publicity and merchandising 
activities, practically everyone still is 
required to undertake accounting as- 
signments as part of his training and 
to attend classes in accounting held 
after hours. Approximately 75 per 
cent. of the group who remain with 
the company continue in accounting or 
financial work.” 

A pamphlet entitled ‘An Interne- 
ship in Business” issued by the com- 
pany summarizes the type of person 
whom the company seeks to enroll in 
the Business Training Course as fol- 
lows: 


“The Business Training Course of 
the General Electric Company is de- 
signed to appeal to: 


“(a) Liberal-arts graduates who 
wish to enter business without previous 
specialized training. 

‘““(b) Graduates of business admin- 
istration courses who wish to remain 
in the field in which they have special- 
ized, particularly accounting or market- 
ing, or those who have taken a general 
business course and who wish to get 
some practical experience before de- 
ciding definitely where they belong in 
business. 

“(c) Engineers who wish to supple- 
ment engineering study with business 
experience. Opportunities are frequent 
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for entering on work in connection 
with manufacturing problems such as 
costs, materials utilization, budgetary 
control, and production. 

“(d) Commercial school graduates, 
trained in secretarial science, who de- 
sire to use this proficiency as the step- 
ping stone to a responsible position in 
accounting, statistical, or financial 
work.” 


This booklet also lists and describes 
the courses which comprise the curric- 
ulum of the Business Training Course. 
Omitting the detailed descriptions 
given in the booklet, these are: 


1. Elementary Accounting 

2. Corporation Accounting 

3. Corporation Finance 

4. Auditing 

5. Industrial Analysis and Control 

6. Cost Accounting 

7. General Electric Accounting 

8. Business Law (Divided into 3 
sections ) 

9. Business Letter Writing 

10. Public Speaking 

11. Factory Production 

12. Factory Management 


Post-Graduate and Elective Courses 


13. Engineering for nontechnical men 
14. Sales Methods 


American Steel & Wire 


Company 

One of the outstanding illustrations 
of a well organized plan of training 
graduates of leading collegiate schools 
of business for executive accounting 
responsibilities comes from Mr. F. J. 
Carr, controller of the company. Mr. 
Carr writes: 


“As a matter of policy, the Steel 
Corporation decided in 1938 to em- 
ploy a few of that year’s graduates of 
schools of business administration with 
the intention of putting them through 
a specific course of training within the 
company so that they would then be 
prospects for important assignments in 
the accounting department. Certain 
gtaduates were employed by Carnegie- 
Illinois Steel Corporation, Tennessee 
Coal, Iron & Railroad Company, Co- 
lumbia Steel Company, and ourselves. 
Although the courses of training are 
not entirely alike, the fundamental 
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purpose of all of them is the same. In 
our case we employed seven men, of 
whom two came from Dartmouth, two 
from Harvard, and one each from 
Massachusetts Institute of Technology, 
University of Pennsylvania and Uni- 
versity of Michigan. 

“During the first two weeks the 
men were taken through our mills to 
give them a general picture of all our 
steel operations. This included lec- 
tures by superintendents and technical 
men, who described the various oper- 
ations in non-technical language. 

“Each man was then assigned to a 
specific job in one of our mills. The 
schedule provides that he shall spend 
six months as a weigher on scales in 
several producing departments. These 
scale jobs give us the fundamentals of 
our production records and payroll rec- 
ords and are thus the first step in the 
accounting process. This job also gives 
the man an opportunity to observe 
more closely actual operations in the 
mills. 

“After six months of work on the 
scales the men will be moved into the 
accounting offices at the mills for eight 
to nine months, where they will carry 
on the details of timekeeping and pro- 
duction and cost records. After this, 
for the balance of a two year period, 
they will be brought into the main of- 
fice and follow the accounting pro- 
cedures here. 


StuDy MANUFACTURING OPERATIONS 


‘In addition to their actual work, 
each man is required to follow a spe- 
cific schedule of study covering our 
products and operations. It is felt that 
since they already have a background 
of technical accounting training it is 
more important for them to study here 
various specific problems of steel prod- 
uct manufacture. Each man makes a 
monthly report covering the subject of 
study prescribed for that month, and 
at the end of the month is given both 
a written and an oral examination. The 
oral examination is given by someone 
who is thoroughly informed on the 
particular operation being studied and 
its purpose is not only to find out what 
the student knows but also to help cor- 
rect misunderstandings or to supply in- 
formation which he may have missed. 
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“The actual work which the man 
performs is under the supervision of 
the chief clerk at the mill. His study 
program is under the supervision of 
our training department. I personally 
follow up the reports which come in, 
in order to keep informed of the prog- 
ress these men are making. When I 
visit the mills I make it a point to talk 
with each one of the students to get his 
reactions and to make sure that he 
feels he is not being lost in a crowd. 

“We were particularly fortunate in 
the group of men that we got this year. 
The men are all extremely enthusiastic 
about the course of training and all of 
them are doing exceptionally well. Of 
course, the real test of the plan will 
come after they have completed their 
two year training period. Neverthe- 
less, I am enthusiastic about the prog- 
ress we have already made. I believe 
it will give us an opportunity to 
strengthen our accounting department 
and at the same time will offer these 
young men some very real opportuni- 
ties. It is our intention to employ a 
similar group of graduates this year 
and to continue the program as long 
as there are possibilities of absorbing 
the men into our organization.” 


American Smelting & Refining 
Company 

A somewhat less formal plan than 
those described above, but one which 
is none the less effective, is carried on 
by the American Smelting & Refining 
Company. Mr. F. G. Hamrick out- 
lines it as follows: 

‘For several years our company has 
employed each year two or three gradu- 
ates from the Harvard University 
Graduate School of Business Admin- 
istration. These graduates are em- 
ployed in the accounting department 
in New York and at local plant offices. 

“Our company does not attempt to 
have each student follow a prescribed 
course of training. Insofar as possible, 
an attempt is made to have each em- 
ployee familiarize himself with the 
business activities of the company and 
to get a knowledge of the basic ac- 
counting records kept at the various 
mine units, smelters, refineries and 
In our work at the executive 


(Please turn to page 100) 


plants. 
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Brief Items from Here and There of Intgest 





Minnesota Controllers Trying to Obtain 
Merit Rating Amendment 


A sub-committee of the Twin Cities 
Control has been active in a movement 
to amend the Minnesota Unemployment 
Compensation Act. Employers in Minne- 
sota, according to Mr. H. P. Buetow, of 
the Minnesota Mining & Manufacturing 
Company, former president of the Twin 
Cities Control, feel very definitely that 
merit rating will never become effective 
in Minnesota unless steps are taken now 
to amend the law. Meetings have been 
held with the head of the Division of 
Unemployment Compensation and with 
the chairmen of legislative committees. 
It is believed that something worth while 
will be accomplished. “This problem 
should be of paramount interest to all 
controllers,’ wrote Mr. Buetow in re- 
porting on the activities of the committee 
of the Twin Cities Control. 


Exemption from Registration 
Requirements Extended 


The Securities and Exchange Commis- 
sion has announced that the effectiveness 
of Rule 210 under the Securities Act of 
1933 has been continued until further 
notice. The rule was to have expired 
on February 28, 1939. Rule 210, which 
was adopted by the Commission in April, 
1938, created a new exemption from the 
registration requirements of the Securities 
Act of 1933 for issues of $100,000 or less. 
The primary condition of the exemption 
was that the blue-sky laws of all states 
in which the securities were to be offered, 
sold or delivered after sale, should be 
complied with. Among other conditions 
was a requirement that a notice of inten- 
tion be filed with the commission, as well 
as copies of all written communications 
used in the public offering. 

The rule originally was to have ex- 
pired after six months. In extending the 
operation of the rule for an additional 
four months, the Commission announced 
last October that a general survey of its 
operation had been undertaken to deter- 
mine whether the rule should be re- 
scinded or continued in effect. Although 
no new time limitation is now being 
placed on the operation of the rule, the 
survey is being expanded with a view to 
complete revision of all exemption rules 
included in Regulation A under the Se- 
curities Act. 

The Commission also extended the ef- 
fectiveness of Amendment No. 32 to Form 
A-2. This amendment, originally adopted 





Wire Company. 





Spring Conferences of Controllers 


Eastern Spring Conference: New York City, Monday, April | 
24, 1939, at Hotel Waldorf-Astoria. Chairman, Mr. Henry F. | 
Storck, of Ford, Bacon & Davis. | 


Mid-West Conference: Cleveland, Monday, May 15, 1939, at 
Hotel Cleveland. Chairman, Mr. F. J. Carr, American Steel & 


Pacific Coast Conference: Plans are now being developed for 
meeting at San Francisco, possibly on May 20. 








at the same time as Rule 210, widened 
the scope of Form A-2 and permitted the 
omission of certain financial data in 
specified instances. The amendment was 
to have expired on February 28, 1939. 


Extent of Decrease in 1938 Net Income 
Shown by Early Reports 


Operations of industrial companies in 
the fourth quarter of 1938 were at the 
best level of the year, according to a com- 
putation made by the New York Sun. 
They showed a modest improvement over 
the same period of the preceding year. 
The first 350 companies to report for 1938 
showed a combined net income of $647,- 
891,000, a decrease of 44.6 per cent. from 
the preceding year. Early estimates of 
corporation officials indicate the first 
quarter of this year will show a marked 
improvement over the corresponding pe- 
riod of 1938. 


Facts Needed by Management in 
Considering Plant Extensions 


Specimens of unit cost records main- 
tained by the Boston Elevated Railway 
Company were submitted by Mr. T. A. 
Dunbar at a recent panel discussion con- 
ducted by the New England Control, of 
the Controllers Institute of America. 
These records are maintained for the pur- 
pose of following individual performance 


‘ of automobiles, trucks, buses, and the like, 


so that an intelligent decision may be 
made as to the economical time to replace 
them. Mr. Dunbar outlined also the ac- 
counting procedures necessary to follow 
amounts appropriated and expended, and 


reports made to the Department of Public 
Utilities on capital expenditures and re- 
placements. Mr. Dunbar presented also 
an outline of the form and scope of a re- 
port presenting to the management a 
program for a major capital expenditure 
of approximately $1,500,000. Mr. Dunbar 
emphasized the importance of the ac- 
counting official’s function in co-ordinat- 
ing savings estimates and presenting them 
for the management’s consideration in a 
clear and intelligent form. 


SEC Studying Private Placement 
of Securities 


The Securities and Exchange Commis- 
sion announces through the Temporary 
National Economic Committee that its 
Investment Banking Section has com- 
menced a study of the distribution of cer- 
tain public offerings of securities during 
the year 1938. In connection with this 
study, the commission has addressed a let- 
ler to security dealers and underwriters 
who participated in these offerings, re- 
questing data which would show the 
geographical distribution of the securities 
and the types of purchasers to whom they 
were sold, 

This project carries forward the Invest- 
ment Banking Section’s study of the pri- 
vate placement of securities which was 
announced by the Temporary National 
Economic Committee on January 27, 1939. 
It forms a part of a larger study of the in- 
vestment banking process, capital forma- 
tion, savings, and their impact upon the 
capital markets, which the commission is 
undertaking at the direction of the Tem- 
porary National Economic Committee. 
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Relative Risk of Investments 
In Fixed Assets 


The relative risk of any investment in 
plant extensions was discussed by Mr. 
John S, Learoyd, Jr., of the Hygrade 
Sylvania Corporation, in a recent meet- 
ing of the New England Control in which 
the general topic of a panel discussion 
was “Fixed Assets—When and How To 
Buy Them.” By the relative risk of any 
such investment, Mr. Learoyd explained, 
is meant the size of the investment in pro- 
portion to the company’s available funds 
and the risk of obsolescence. In many 
industries there have, in late years, been 
rapid strides in quality and also in the 
development of cost saving procedures 
which have practically forced relatively 
rapid replacement of equipment. Methods 
of post-checking on estimated cost sav- 
ings also were discussed by the members; 
also the desirability of keeping unit ma- 
chine maintenance records, and the rela- 
tionship of any capital expenditure pro- 
gram to a definite long term financial 
policy. 


Summary of Selected Data 
on Automobile Manufacturers 


The Securities and Exchange Commis- 
sion made public on March 1 the fourth 
of a series of reports based on a census of 
American listed corporations. The report 
contains a summary of selected data on ten 
automobile manufacturers registered un- 
der the Securities Exchange Act of 1934. 
It provides individual data for each of 
the companies and also combined data for 
all companies in the group. Included in 
the data on individual companies are a 
general survey, the names of the parents 
and subsidiaries of each company, the 
outstanding security issues of each com- 
pany, sixteen financial and operating ratios 
for each company, salary data for each 
company, and individual balance sheets, 
profit and loss statements and surplus re- 
conciliations. The combined data for the 
group as a whole include a balance sheet, 
a profit and loss statement, a surplus 
conciliation, totals of selected expense 
ratios. 

The census of American listed corpora- 
tions (a Works Progress Administration 
project carried on in New York City un- 
der the sponsorship of the commission) 
was begun in January, 1936. It was de- 
signed to abstract the more significant 
data available in registration statements 
filed with the commission under the 
Securities Exchange Act of 1934. The 
study covers about 2,000 companies hav- 





Appreciates Reviews In 
“The Controller” 

“Il have intended on a number | 
of occasions to express my ap pre- 
ciation of the reviews of recent 
business publications which Mr. 
E. Stewart Freeman, of Dennison | 
Manufacturing Company, has in | 
THE CONTROLLER each month. 

“These reviews certainly save a 
great deal of time and money in 
the difficult task of trying to keep 
up-to-date in these times. It has 
often seemed to me that one of the 
qualifications of an author is the 
ability to stretch out two or three 
pages of real pertinent opinions or 
facts over two hundred of book 
paper, and these reviews are a wel- 
come compensating device.” 


Letter received from Mr. J. H. Black, 








of Bailey Meter Company Cleveland. 





ing securities listed on national securities 
exchanges. 

Forthcoming summaries will cover data 
on registered companies in other major 
industries. The preface points out that 
these summaries are an attempt in some 
data available in the files of the Securities 
and Exchange Commission and the many 
potential users to whom the data are now 
relatively inaccessible. Accordingly, the 
study has been confined to factual pre- 
sentation of basic data, plus ratios and 
percentages derived from the data, with 
no attempt to draw conclusions or to in- 
dicate opinion. 

Copies of the summary on automobile 
manufacturers, as well as of the previous 
summaries on steel companies, meat pack- 
ers, and variety chains, are available upon 
request. 


Opposed to Abolishment of 
Board of Tax Appeals 


Various members of The Controllers 
Institute of America have expressed their 
disapproval of a bill introduced in the 
House of Representatives (R.R.-234) which 
provides for abolishment of the United 
States Board of Tax Appeals. The prog- 
ress of this bill is being watched by the 
national office of The Controllers Insti- 
tute of America. 


Suggestions for Amendment of 
Securities Exchange Act 


Suggestions for amendment of the Se- 
curities Exchange Act of 1934 are sched- 
uled to be discussed at a meeting to be 
held in Washington March 13 and 14 by 
representatives of fifteen national securi- 
ties exchanges. The proposals approved 
by this conference will be presented to 
the Securities and Exchange Commission. 
The suggested changes will deal primarily 
with the detailed operation of various 
sections of the act which, it is believed, 
tend to clog trading and burden unneces- 
sarily the issuance and marketing of new 
securities issues. The group gives full 
support to the objectives of the act. 

The commission itself has had in mind 
recommending amendment of the act, but 
has received such a wide variety of ad- 
vice from business organizations that it 
is having difficulty in deciding on what 
amendments to recommend to Congress. 


Personal Note 


Mr. A. S. Van Benthuysen, a member of 
The Controllers Institute of America, who 
was for many years controller, treasurer and 
a director of the New York World and 
other Pulitzer properties, has with two other 
men organized the firm of Hodenpyl, Van 
Benthuysen, Henry & Company with head- 
quarters in New York, to specialize in mat- 
ters relating to the newspaper business— 
valuations, taxes, financing, mergers, re- 
organizations, systems and accounting. 





The Controllers Institute of Amer- 
ica is a technical, and in a sense a 
professional organization composed 
of nearly 1,200 controllers of the 
| larger corporations of the United 
States. Membership is open to con- 
trollers, and to those performing the 
duties of a controller as defined by 
The Institute, even though the appli- 
cant may have some other title. In- 
quiries are invited. A description 
of the duties of a controller, as de- 
fined by The Institute, will be sent on 
request. Address, The Controllers 
Institute of America, One East Forty- 
second Street, New York City. 


| 
| Inquiries Concerning Institute Invited 
| 
| 




















Training for Accounting Jobs 
(Continued from page 97) 
offices we find it quite desirable for 
the employees to have a first hand 
knowledge of the accounting methods 
and procedures used at the various out- 
lying offices, some of which are sev- 
eral thousand miles from New York. 

“Specifically, our program of train- 
ing might work out somewhat along 
the following lines: 

“Upon reporting for work a man 
might be placed in the main office on 
general accounting work, such as as- 
sisting in the preparation of routine 
reports, keeping metal records, reconcil- 
ing interplant and intercompany bal- 
ances, and the like. This assignment 
might last for a period of a few weeks 
up to as long as a year, depending on 
conditions at the time. Next, he might 
be sent to one of the large smelting 
plants where he would assist with such 
work as: 

. Ore settlements 
. Computation of margins (allow- 
ances for the processing of ores and 
concentrates ) 
3. Metal purchase reports and records 
4. Bullion and blister shipments and 
by-product transfers 
5. Inventory records 
6. Preparation of payrolls 
7. Preparation of cost reports 
8. Preparation of property reports and 
records 
9. Preparation of plant profit and loss 
statements and balance sheets 


— 


bo 


“After getting a working knowledge 
of what goes on at the smelter he 
might then be transferred to a refinery 
where the product of the smelter is 
further processed into final saleable 
form. At the refinery he would fa- 
miliarize himself with the records and 
reports in much the same way as just 
outlined for the smelter. Later, if the 
man returned to the Controller's De- 
partment in the New York Office, he 
would assist in the preparation of vari- 
ous financial reports, including consoli- 
dated balance sheets, consolidated 
statements of profit and loss, consoli- 
dated statements of inventories, and 
other control reports. He might also 
be assigned to help in the preparation 
of tax reports. After receiving this all 
around training a man would be 
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placed, as opportunities came along, 
in a junior executive position in the 
New York Office or at one of the plant 
offices.” 


General Mills, Inc. 


The training program of this com- 
pany, which is available to both em- 
ployees and applicants, lays special em- 
phasis on the apprenticeship method 
and on the necessity of the trainee hav- 
ing personal experience in many other 
departments, in addition to the ac- 
counting division. 

The steps in the instruction compris- 
ing the training program are: 


1. Explanation by the supervisor of 
the job to be performed by the trainee. 

2. Performance of the job by the su- 
pervisor or trainer for the benefit of 
the trainee. 

3. Performance of the job by the 
trainee. 

4. Constructive criticism of the 
trainee’s work. 

5. Repetition of the training assign- 
ment by the trainee. 

6. Repetition of steps 2 to 5 until 
satisfactory results are attained. 


The time which the trainee spends 
in each department is not inflexible. 
As a general rule, the entire course of 
instruction does not exceed a year. The 
allocation of training time to the de- 
partments listed below is made accord- 
ing to the best judgment of the su- 
pervisor prior to the time the trainee 
enters the course. 

In transferring the trainee from one 
job to another, care is taken to see that 
the date of transfer to and from the job 
will permit the trainee to visualize the 
job in its entirety. It would be inad- 
visable, for instance, to transfer the 
trainee from the general accounting 
department until he has taken part in 
the complete monthly closing oper- 
ation. 

The particular positions which will 
provide the necessary experience in 
each of the fields of work listed below 
necessarily vary, depending upon the 
work available at each location. The 
order in which the trainee receives his 
assignments conforms as closely as 
possible to the following outline, sub- 
ject to variations depending on local 
conditions: 





. Mill and Elevator (2 to 4 weeks) 
. Laboratory (3 days to 2 weeks) 
. Mill Office (1 to 2 months) 
. Sales Promotion (1 to 2 weeks) 
. Branch Sales office (1 to 2 months) 
. Selling (2 weeks to 1 month) 
. Grain Accounting (6 weeks to 3 
months) 
. Traffic and Purchasing (2 weeks 
to 1 month) 
9. General Accounting—Division of- 
fice (1 to 2 months) 
10. Statistical—Division office (1 to 3 
weeks) 
11. General Accounting—General of- 
fice (3 to 6 weeks) 
12. Statistical—General office (2 to 4 
weeks) 
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The controller, or his designated au- 
thority, supervises the routing of train- 
ees through his division and reviews 
all reports prepared by the trainee be- 
fore they are forwarded to the Person- 
nel Record Department. 


INSTRUCTION ON THE JOB 


In commenting on this plan, Mr. 
G. C. Ballhorn writes as follows: 


“The replacements in accounting 
staffs at our various locations are usu- 
ally made by hiring college men from 
schools in the vicinity of our divisional 
offices. As a general rule, most of our 
college men are hired between March 
and July each year. Contacts are main- 
tained with schools of business admin- 
istration from which we have drawn 
satisfactory accounting men in the past. 
These schools are usually visited each 
year in order that eligible graduates 
may be interviewed personally by our 
personnel managers. 

“At present our organization is 
conducting a training course for col- 
lege graduates and employees who are 
interested in employment in our 
sales, advertising, accounting, statistical, 
and grain departments. Approximately 
twelve men are chosen each year for 
this type of training. Due to our wide- 
spread operations such employees can 
not be concentrated at any one point. 
Consequently, instead of offering class- 
room instruction we offer instruction 
on the job. We feel that this method 
is really preferable to classroom work 

(Please turn to page 102) 
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Comptometers iron out INLAND STEEL 
figure-work problems 


INLAND STEEL COMPANY, one of the industry’s leading 
“independents,” is justly proud of its modern steel-mak- 
ing equipment, its straight-line production methods, and 
the controlled quality and uniformity of its products. 

And at Inland Steel’s Indiana Harbor and Chicago 
Offices there is pride in the efficiency and speed with which 
figure work is handled. For behind the spectacular “fire- 
works” of actual steel production, there are figures on which 
profits depend. 

Mr. W. D. Truesdale, Treasurer of the Inland Steel 
Company, says: “We handle the greater part of our 
figure work—involving sales and purchases, sales dis- 
tribution, payroll, production and various statistical and 
general accounting work—on the Comptometer. 

“We are convinced it is one of the best machines for 
our work, and that the remarkable accuracy and speed 
of the Comptometer, and the efficiency of Comptometer 
methods, effect noteworthy economies in the handling 
of this phase of our business.” 

* * * 
Are outmoded figure-work methods costing your con- 
cern time and money? Our representatives are prepared 
to demonstrate (in your offices, on your work) the mean- 
ing of ‘““Comptometer economy.” 

Telephone your local Comptometer office . . . or 
write direct to Felt & Tarrant Mfg. Co., 1734 N. Paulina 
Street, Chicago, Ill. 





Steel in the Raw. Here molten iron is poured into an open-hearth 


furnace at Inland Steel’s Indiana Harbor plant—will emerge as 
steel, ready for the rolling mills. In this plant, Comptometers are 
also used in compiling production figures. 


REG. U. S. PAT. OFF. 





It’s a Man’s World i his Comptometer “battery” at Inland Steel Company’s Indiana Harbor plant. These operators, who figure the payroll 
for approximately 10,000 men, were trained “‘on the job.” Comptometers are also used by Inland Steel Company’s various subsidiaries, 
including Joseph T. Ryerson & Son, Inc., and Milcor Steel Company. 
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Training for Accounting Jobs 
(Continued from page 100) 
because we have found from experi- 
ence that individuals who actually do 
work during the course of their train- 
ing are usually better fitted for their 
jobs than those who merely observe 
and obtain their knowledge through 

the classroom method.” 


Armstrong Cork Company 

The policies and practices of this 
company offer an excellent illustration 
of a complete program specifically de- 
signed to train college graduates and 
others, both men and women, in the 
fundamentals and methods of all 
phases of accounting and control. The 
plan is described by Mr. G. M. Aris- 
man, controller, as follows: 


“This company has a definite pro- 
gram of training for individuals in 
the Controller's Department. Men and 
women are employed immediately fol- 
lowing their graduation from high 
school or college. With certain ex- 
ceptions, such as stenographic, calculat- 
ing, billing and posting work, it is our 
policy to employ only inexperienced 
people in the Controller's Department. 
For this reason it is necessary to have 
a training and follow-up program for 
each individual in order to train them 
in our technique and also to give them 
a theoretical knowledge. 

“The employees who perhaps will 
eventually fill the more skilled and 
higher positions are very carefully se- 
lected. Each applicant must answer a 
number of questions which have a 
bearing on the individual’s education 
and character, as well as‘on his adapt- 
ability to accounting and similar work. 
In addition, certain mechanical tests 
are given. An employee being selected 
for a possible higher position in the 
future is interviewed by several indi- 
viduals who cross-check with each 
other before the applicant is employed. 

“In the selection of college gradu- 
ates we desire individuals who have 
had some technical training, such as 
an industrial or mechanical engineer- 
ing course and, at the same time, we 
prefer that these technical graduates 
have included in their courses certain 
business, economic and accounting sub- 
jects. We believe a man with such an 


The Controller, March, 1939 


education is more useful and more 
readily trained in accounting and con- 
trol work. 

“We employ approximately ten col- 
lege graduates each year in the Con- 
troller’s Department, including per- 
haps two or three women. In selecting 
them we are anxious to get them not 
only from colleges of high scholastic 
standing, but from those which de- 
velop individuality and personality, as 
we feel that these requisites are im- 
portant in accounting and control 
work. We have secured satisfactory 
men and women from both small and 
large colleges. 


START ON FACTORY CLERICAL WORK 


“Male employees, whether high 
school or college graduates, start on 
what we term our factory clerical work. 
The time that the individual will re- 
main in these lowest of clerical posi- 
tions depends to some extent upon the 
individual himself, as well as on the 
necessity of promoting some one else 
to a higher position as these are va- 
cated. During the period when the in- 
dividual is in the factory clerical posi- 
tion he receives direct supervision and 
follow up by the head of the factory 
clerical section. The head of the fac- 
tory clerical section gives considerable 
time to studying the individual from a 
personal standpoint, that is, his char- 
acter, adaptability, alertness, aggres- 
siveness, eagerness to work, loyalty, 
and other characteristics. By observing 
an individual in this way, it is possible 
to determine what personal phases are 
weak and need correction. In many 
cases others in higher positions, such 
as the chief accountant, assistant con- 
trollers and controller, talk with the 
individual in order to help him im- 
prove himself from a personal stand- 
point, advise him on technical studies 
and set forth a program by which the 
individual may improve and educate 
himself further. 

“When the point has been reached 
where the individual is transferred 
from factory clerical work to a higher 
position, particularly in our home of- 
fice, we have a program to be followed 
by each individual, particularly the col- 
lege graduates, which takes him 
through the difference phases of ac- 





counting and control work. In the case 
of college graduates, this training pro- 
gram covers a period of from five to 
ten years, and for high school gradu- 
ates a longer period. 

“We have found that we make 
greater progress if we first transfer an 
individual to cost accounting when he 
is ready to leave the factory clerical 
work. It requires considerable time— 
at least three to five years—to train an 
individual in cost accounting work, as 
there are many parts of the work which 
he needs to learn and carry on for some 
time in order to understand them fully 
and to become proficient. 

“We have found it necessary in 
some instances to train college and 
high school graduates within a shorter 
period of time than the five to ten 
years mentioned above. Consequently, 
it has been necessary to plan an ab- 
breviated training program. We have 
supervisory positions in some of our 
subsidiaries, distant plant offices or in 
the foreign service where it is not nec- 
essary that the individual be as highly 
trained and developed as in the case 
of other technical and supervisory posi- 
tions at the home or plant offices. A 
program of approximately two years 
is laid out for these individuals, dur- 
ing which time they work directly on 
various phases of accounting and con- 
trol work, such as cost accounting, gen- 
eral accounting, budgetary control, of- 
fice management, and their detailed 
sub-sections, including payroll work, 
accounts payable, accounts receivable, 
inventory control, general ledger, and 
the like.” 

‘In addition to the practical train- 
ing given through this program, we 
urge these employees to take courses 
in cost accounting, general accounting 
and budgetary control which are given 
by the controller’s staff during the win- 
ter months. While we attempt to se- 
lect text books and practical questions 
of a kind which illustrate as closely as 
possible our own procedures, we also 
know that we must give these indi- 
viduals as complete a knowledge of ac- 
counting and budgetary control as pos- 
sible. We attempt to point out to the 
individual, whether he be a high school 
or college graduate, the importance of 
having a broad education in account- 

(Please turn to page 104) 
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Affirmations - - - 


My success in the examination was due en- 

tirely to the training which I received from 

you. Your Higher Accountancy course cer- 

tainly does give one the right kind of prepara- 

tion. @.4..6.,, O.-P. A, 
Alabama 


When I started your course in Higher Account- 

ancy, I knew little, in fact almost nothing 

about accounting. I never took or studied any 

course except yours. I have always had a 

good word for LaSalle. j. f.. CP. A. 
Arkansas 


It was entirely through the efforts of the La- 
Salle instruction staff, the completeness of the 
course, and your personal co-operation, that 
it was possible for me to pass successfully 
the California C. P. A. examination. 
DB. A.W, CF 
California 
I was one of the three successful C. P. A. 
candidates in the November Connecticut ex- 
amination. Since twenty-two took the exam- 
ination, the results certainly speak volumes 
for you and the LaSalle coaching methods. 
FP, GN OCR. A 
Connecticut 
Without the benefit of any other schooling 
than the LaSalle Accountancy course and the 
optional C. P. A. review, I was able to pass 
the District of Columbia C. P. A. examina- 
tion on my first attempt. 
R. 0. B., C.P.A 
D.C. 


My success in the C. P. A. examination I at- 
tribute to quite a considerable extent to your 
training, and I am quite sincere in recom- 
mending it to young men who are studying 
jor the degree, or who want to improve them- 
selves in accountancy J. A, H., C. P. A. 
Florida 
I received wonderful benefit from your ac- 
counting course, and would never have been 
able to pass the C. P. A. examination with- 
out the knowledge received through your 
course. ES. CoP Ai 
Georgia 
I am now a C. P. A., through passing the 
American Institute of Accountants examina- 
tion. Another victory for a LaSalle man. 
O48... G PF. a 
Idaho 


I give full credit for my success to your 

training, and I especially appreciate the 

valuable assistance you gave me in the C. P. 

A. Coaching Course. BE. RK, C. Py A 
Illinois 
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ican 
—the simple Fact that 
1,940 Certified Public 
Accountants, Chartered Accountants, 
Certified General Accountants, and 
Other Accountancy Degree Men, 
Studied with LASALLE 


NOW active in the United States are about 17,000 holders of the honored 
certificate of Certified Public Accountant. Of these, 1,765 (about ten 
per cent of the total) have studied accounting or coached for the C. P. A. 
examination in the Higher Accountancy Department of LaSalle. And this 
figure takes no account of the many more holders of the certificate who 
have studied the LaSalle Accountancy Course in other institutions which 
use our text material as the basis for their training. 

The full significance of this fine record can only be appreciated when it 
is remembered that there are scores of high-grade educational institutions 
—state universities, great endowed universities, colleges of commerce, and 
schools of accounting—from which come hundreds every year to practice 
accounting, and sooner or later, to take the examination for the coveted 


C. P. A. certificate. 


In addition to this large list of LaSalle holders of this certificate in the 
United States, a number of other LaSalle students hold the certificates of 
Chartered Accountant or Certified General Accountant in Canada. Still 
other LaSalle men hold equivalent certificates in other countries. The 
total list in all countries is 1,940. 

(Frankly, our reference to this record is made for just one 

purpose: that you may realize the quality of our Account- 

ancy training, and be able to endorse it wholeheartedly to 


associates or employees.) 


Literature on our Higher Accountancy training program (and similar ] 
facilities in other fields) will be sent on application to pept. H-20 


LASALLE EXTENSION UNIVERSIT 


A Correspondence Institution 








4101 S. Michigan Ave. 
CHICAGO 
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Training for Accounting Jobs 
(Continued from page 102) 
ing. If the individual, particularly the 
college graduate, has not completed 
his accounting education, we see that 
he enrolls in some correspondence 
course. 

“In many cases individuals take out 
memberships in accounting organiza- 
tions and consequently make contacts 
which keep them in close touch with 
what others are doing and thinking 
through attending meetings and read- 
ing the periodicals of these organiza- 
tions. We give the individual every 
opportunity within reason to take ad- 
vantage of these outside contacts, as 
we feel they are very essential to his 
development, training and education. 
We find it is also a means towards 
keeping our organization alive to new 
ideas and modern practice.” 


Is ORGANIZED TRAINING FOR 
EXECUTIVE PosiITIONS DESIRABLE ? 


Despite what is being done by a 
number of companies, as outlined spe- 
cifically above, controllers of two im- 
portant companies expressed serious 
doubts about the practical advisability 
of attempting too much in the way of 
training for executive positions. While, 
for obvious reasons, these men prefer 
to remain anonymous, each has been 
associated with his present concern for 
many years and is thus in a position to 
speak from a wealth of practical ex- 
periences and first hand observation. 
One man writes as follows: 

“I do not see how it is practicable 
for the average company to give col- 
lege graduates who have specialized in 
accounting and financial management 
a starting position which is worthwhile 
and offers opportunities for later ad- 
vancement, without losing the enthusi- 
asm and initiative of the majority of 
employees who are not college gradu- 
ates. Furthermore, employment of col- 
lege graduates would mean an increase 
in the salary levels of the lower paid 
positions and a large increase in turn- 
over because there are not enough key 
positions in the accounting department 
in the average company to keep any 
great number of college graduates in- 
terested. I believe a college graduate 
who wishes to advance to the control- 
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ler ranks must select his company and 
start where he can be in free competi- 
tion, and not expect to receive pre- 
ferred treatment over a group of high 
school graduates whose qualifications 
have been made equal by experience 
and supplementary education. Having 
started on an equal footing, the college 
graduate should be expected to make 
more rapid progress as a result of his 
broader training, and if he posseses the 
inherent qualifications required of a 
controllers today, he needs no other ad- 
vantage.” 


EFFECT ON SALARY SCALE 


Another controller makes these very 
pertinent comments along the same 
line: 

“T find it difficult to compile any 
helpful suggestions with respect to 
what can be done to give employment 
and advancement opportunities to grad- 
uates of colleges who have specialized 
in accounting and financial manage- 
ment, primarily because my own feel- 
ing is that the whole job is being over- 
done. Within my own recollection, the 
old-time business college, where very 
simple bookkeeping was taught, has 
given way to Schools of Business Ad- 
ministration and an attempt now is 
made to educate a man in accounting 
and in economics so that he may be 
fitted to step into positions that will 
lead to a managerial status. Industry is 
therefore now being manned by men 
who are highly trained in accounting, 
in business methods, and in economics. 

“We are now being confronted with 
the problem of placing many of the 
graduates of these schools. Every major 
university in the country has its School 
of Business Administration, and the 
number of graduates each year is be- 
yond the capacity of industry to ab- 
sorb them. 

“Of course it would be fine to build 
up one’s entire accounting department 
with graduates of these schools. How- 
ever, I question whether the results in 
the long run would be too satisfactory, 
because men who have spent years and 
money on a specialized education will 
not be content to sit at a desk handling 
an ordinary pen-pushing clerical job 
for very long. At the same time these 
men would require and would have to 
be paid much higher rates than it is 


necessary to pay ordinary clerical labor. 
No business manager is justified in 
spending his company’s money for ex- 
pensive personnel that is not needed 
when much cheaper personnel can just 
as satisfactorily do the work. 


Too Few Key PosiITIONs 


“In our own company today the 
problem that concerns me more than 
anything else is how we can suitably 
reward, both by advancement of re- 
sponsibility and by increase of com- 
pensation, those men who started in 
our employ in the most humble clerical 
capacities and who have gradually 
moved along, acquiring knowledge all 
the time, until they have reached the 
place where their services and their ex- 
perience are valuable but where by rea- 
son of a dearth of better jobs we can 
not recognize it by promotions. For 
the same reason we can not approve 
the increases im compensation we 
would like to give without throwing 
the wage standards out of line. In a 
business such as ours there is not a 
rapid turnover. I myself will shortly 
enter my thirty-eighth year with the 
company. Our general auditor is in 
his twenty-seventh or twenty-eighth 
year, and in our accounting depart- 
ment a number of our key men wear 
the company’s twenty-five year service 
button. With an organization of 
around 150 persons it is evident that 
there can not be a great number of 
key positions. With such a record of 
longevity we really cannot offer any 
man a great deal of encouragement for 
that rapid advancement which is attrac- 
tive to a young man just out of the 
University, who has been specially 
trained and who is naturally ambitious 
to get going where he can reach the 
top quickly. 

“Several years ago I attempted to 
parallel the practice of our own com- 
pany in selecting men with engineer- 
ing education to be trained for oper- 
ation and sales work, by selecting some 
university graduates to go into train- 
ing for accounting and business man- 
agement. Quite a number of men were 
taken on over a period of several years 
and were started through our mills 
with the idea of working a short time 


(Please turn to page 106) 
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Plant of Celluloid 
Corporation, 
Newark, New Jer- 
sey—one of Users 
of Vari-TYPER. 


Mr. D. M. Meeker of the Celluloid Corpo- 
ration writes: “The end of our first year’s 
use of the VARI-TYPER finds us well 
pleased with our investment. In actual 
dollars and cents saving we have paid for 
it many times over and are now producing 
almost 100% of our inter-company forms 
on VARI-TYPER. 

“VARI-TYPER has also proven of great 
value in the production of Sales Manuals, 
and we find a saving of 40% on this item 
alone. It is also very convenient when add- 
ing to or revising these Manuals.” 


The VARI-TYPER is an office composing 
machine with instantly interchangeable sizes 
and styles of type. It can be operated by 
any office typist. Costly printer’s type- 
setting is eliminated. WARI-TYPER com- 
poses outstanding master copy for any re- 
production process, including Mimeograph, 
Multilith, Photo Offset, Ditto, etc. 


300 type faces are available and _inter- 
changeable on one machine, including small 
type for text, bold type for headings, italics 
for emphasis, etc. 


VARI-TYPER 





Look over your Required Printing today! Figure how much you too can save. Your 
Company spends hundreds, or perhaps thousands of dollars annually for statements, 
office forms, instruction books, sales manuals, house organs, or other printing that is 
necessary to the smooth operation of your business. Much of this Required Printing 
can be produced at far less cost to you by using VARI-TYPER. 


Many of the most efficiently operated industrial, commercial and financial organiza- 
tions have taken advantage of this important new source of savings, by installing 
VARI-TYPER. Federal, State and Municipal Governments, with costly problems in 
Required Printing, have found the answer in VARI-TYPER. Small, well-organized 
companies as well as large concerns, report continuous savings month after month, 
year after year. Many single companies save $2000, $3000 or $4000 a year. (Names 
on request.) 


It will pay you to investigate VARI-TYPER now! Mail the coupon below for free 
specimens of VARI-TYPER work. Or, better still, send us specimens of your own 
work and let us show you how much you can save. 


JF em sae re mee et ee se eR 


RALPH C. COXHEAD CORPORATION 
17 Park Place, 
New York, N. Y. 


Please send me without obligation specimens of the following work produced with | 
Vari-Typer composition : 
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Training for Accounting Jobs 

(Continued from page 104) 
on all the jobs. Most of them began 
with timekeeping in the factories and 
worked up through cost departments. 
But when we had had them all trained 
I ran squarely up against the question: 
“Where do we go from here ?”’ 

“T had then, and still have to a great 
extent, a goodly group of men from 
whom I could make a selection to meet 
almost any kind of a need that might 
arise. Were it not for the fact that 
during the past two years we have had 
a great deal of special work to do that 
involved the gathering of many sta- 
tistics and much study therefrom, I 
would not have known what to do 
with these fellows. We are absorbing 
them where we can in ordinary posi- 
tions, but I am disturbed because many 
of them are well qualified for more 
responsible and better paying jobs than 
are now available. The result of all 
of this is that I have not for several 
years started any more apprentices 
through the shops. Thus, my own ex- 
perience prompts me to wonder if the 
field is not being overmanned.”’ 


CONCLUSION 


The foregoing statements of policies 
and practices make it clear that there 
is a substantial amount of specific ac- 
tivity, as well as widespread general 
interest, in the problem of training for 
controllership. While the policy of 
filling vacancies by promotion is largely 
followed, training is generally avail- 
able to both college and non-college 
graduates. In the Westinghouse Elec- 
tric & Manufacturing Company, Gen- 
eral Electric Company, American Steel 
& Wire Company, American Smelting 
& Refining Company, Armstrong Cork 
Company and General Mills, Inc., such 
training is completely organized and is 
a definite part of the company’s activi- 
ties. In other cases, including SKF In- 
dustries, Inc., Virginia-Carolina Chem- 
ical Company, Kelsey-Hayes Wheel 
Company, Ed. Schuster & Co., Inc. and 
Allied Kid Company, the major em- 
phasis is placed on employee attendance 
at evening classes of local educational 
institutions. Two companies—West- 
inghouse Electric & Manufacturing 
Company and the Armstrong Cork 
Company—cooperate specifically with 
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correspondence schools, although in 
both cases such work is only one part 
of the whole training program. 

While there are doubtless many com- 
panies which carry on training work 
designed to prepare employees for pro- 
motion to executive accounting posi- 
tions whose practices have not been 
cited here, it is thought that those pre- 
sented constitute a fair cross section of 
the policies and methods of represent- 
ative larger companies. If this con- 
clusion is sound, then it can be said 
with considerable assurance that, far 
from lagging behind, American busi- 
ness has already made substantial prog- 
ress in training for controllership and 
that as time goes on, further specific 
and worth while developments along 
similar lines can be expected. 


THE 1938 REVENUE ACT 


Discussed by 

Henry W. Sweeney, Ph.D., C.P.A. 

The more outstanding changes and 
innovations in the corporate income- 
tax features of the 1938 Revenue Act, 
and some of the more disputable pro- 
visions and implications, are interest- 
ingly described by Dr. Henry W. 
Sweeney, C.P.A., Professor of Ac- 
counting at Georgetown University, in 
a recent paper on “The 1938 Revenue 
Act: Corporate Income-Tax Features.’’ 
In general, he wrote, the prevailing 
opinion toward the new law is much 
more favorable than it was toward the 
basic predecessor law, the 1936 Reve- 
nue Act. 

Some of the ambiguities will doubt- 
less be removed in whole or in part 
when the Treasury Regulations cov- 
ering the new law are issued. Dr. 
Sweeney explains the “‘dividends paid 
credit” which embodies perhaps the 
most complicated provisions of the 
new corporate income tax. It is com- 
posed of the following main subdivi- 
sions: (1) the “basic surtax credit” ; 
(2) the ‘dividend carry-over”; (3) 
the ‘‘accumulated deficit credit’; (4) 
the so-called “indebtedness credit.’’ He 
also clarifies a new section of the act 
which provides for a form of divi- 
dends not heretofore allowable—‘‘con- 
sent dividends’—but which unfortu- 
nately gives rise to a multitude of 
questions. “Consent dividends’ were 


devised to enable corporations to ob- 
tain credit for distributing dividends 
without having to weaken their operat- 
ing-capital positions by actually paying 
out cash. The essence of the consent- 
dividends scheme is that the stock- 
holders of a corporation will agree to in- 
clude as taxable dividends in their own 
individual gross incomes the amounts 
for which the corporation wishes to 
obtain credit as consent dividends. 
Although, as previously stated, the 
1938 act is generally regarded as much 
fairer to business in general than its 
predecessor, the 1936 act, many corpo- 
rations are going to discover that their 
taxes under the new act will be higher. 
This situation will be due largely, how- 
ever, to the continuation of the policy 
of distributing all or nearly all of 
the net income in dividends. For the 
new act will mean lower taxes, as a 
whole, if relatively smaller portions of 
net earnings are distributed. The above 
is a digest of Dr. Sweeney’s paper 
which was reprinted from the George- 
town Law Journal, November, 1938. 





| “WAGE-HOUR LAW 
PROBLEMS” 


This Booklet Will Answer 
Many of Your Problemts 


| This valuable booklet of 24 
| pages is a record of an address 
| on “The Wage-Hour Law” and 
| answers to voluminous questions | 
from members which Mr. Frank 
Rising, labor and management 
editor of “Business Week,” gave | 
in November, 1938, at a meeting 
of controllers in New York City. 
The entire proceedings were 
made available immediately to 
members of The Controllers In- 
stitute of America. Non-mem- 
ber controllers and other corpo- | 
rate officers who have not already 
obtained copies may notify The 
Institute concerning the number 
of copies desired. They will be 
sent promptly, as long as the 
supply lasts. Enclose in a letter 
75 cents (check, coins, or stamps) 
for each copy ordered. 


A Limited Supply of the 
Booklet Is Available 




















i, oe 











LOTS OF BOOKKEEPERS 


--- ARE CLOCK WATCHERS 









Dalton Model 490-Z. Posts customer's ledger or statement, 
inventory or payrolls, general ledger or accounts payable. 





Dalton Model 490-J. Posts original customer's ledger AND 
statement, original voucher AND accounts poyable ledger 
or other applications, in one operation. 





Dalton Model 890-J. Posts customer's ledger AND statement 
simultaneously through an exclusive dual printing feature, 
accounts payable AND remittance advice simultaneously, 
no carbons, all originals. 
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@ Most bookkeepers—yours, probably—fight the time element. 
So many hours to finish the ledgers. So many, to get the state- 
ments out. They're handicapped by STOP —LOOK posting — 
STOPS to study the keyboards of their machines before an item 
can be recorded, LOOKS to determine the column in which an 
entry should be made. The result is clock watching. 


This is why Remington Rand-Dalton Bookkeeping Machines have 
moved into so many accounting departments. The Dalton key- 
board may be touch operated! It has only ten numeral keys. Re- 
gardless of amounts and volume of figures, tens automatically go 
under tens, hundreds under hundreds—without a STOP or LOOK. 


Other Dalton operations are automatic. Dates, for instance, are 
automatic for the day. Debits are added to previous balances, 
credits are subtracted, new balances are computed and extended 
—all automatically. And an itemized and totalled proof-record 
automatically proves your work is right. These automatic features 
save time, earn profits, prevent anxious watching of the clock. 


Do you know Dalton’s newest, modern advantages? Have you 
seen how speedily Dalton will handle your work? Do that today! 
Call our nearest branch for complete details. You will not be 
obligated to the slightest degree. Remington Rand Inc., Buffalo, 
New York. Branches everywhere. 


ONLY TEN KEYS ...- 


One hand, without mov- _ bs i a § 1 

ing, covers the 10-key | 1 ~ - 

Dalton keyboard. You ee &y 6 
ap ag "| 


post figures as you read 


them...andthe machine 
FASTEST IN THE WORLD 


puts them in the correct 
columns for you. 





Remington Rand Inc. 


BUFFALO NEW YORK 
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Eastern Spring Conference of Controllers 
Set for April 24, in New York 


The Spring Conference of Control- 
lers in New York City in April of each 
year has become a mid-year fixture in 
the program of The Controllers In- 
stitute of America which, in attend- 
ance, and interest, is nearly as large as 
that of the Annual Meeting of The In- 
stitute held early in the fall of each 
year. 

The Eastern Spring Conference this 
year will be held at the Waldorf- 
Astoria Hotel on Monday, April 24. 
The arrangements are in the hands of 
the New York City Control which will 
act as host. 

Mr. Henry F. Storck, of Ford, Bacon 
& Davis, Inc., was named chairman of 
the committee in charge and he to- 
gether with Mr. J. H. MacDonald, of 
the National Broadcasting Company, 
who is president of the New York City 
Control, have been in conference dur- 
ing the past two months with the di- 
rectors of the New York City Control 
and others in an effort to develop a 
program which will be of as high a 
caliber as those of spring conferences 
conducted in the past. 

It is believed that the program when 
issued some time in March will be at- 
tractive to all controllers. It has been 
arranged that the program for the one- 
day conference will call for two group 
conferences in the morning of Mon- 
day, April 24, one of which will deal 
with problems which have been pre- 
sented by the Fair Labor Standards 
Act (Wage-Hour Act). The second 
will take up the problems which come 
under the general heading of social 
security, with emphasis on merit rat- 
ing and on the desirability of suggest- 
ing certain amendments of the Social 
Security Act. The possibility of se- 
curing merit rating is a problem that 
is being given serious consideration by 
controllers throughout the country at 
this time. 

There will be a general session in 
the afternoon which will be devoted to 
discussion of the various phases of the 
inventory problem. This is a subject 
which has been prominently in the 
minds of controllers during the past 





several months. Many individuals and 
organizations have been asked to ex- 
press their views with respect to the 
details of taking inventories and con- 
cerning the centering of responsibility 
for the correctness of inventories in 
such manner as will ensure conserva- 
tion of the assets of a business, and 
correct accounting and reporting for 
this large item in the balance sheet of 
manufacturing concerns. 

Nearly three hours will be devoted 
in the afternoon session to considera- 
tion of these problems. Details as to 
the sub-headings and divisions of the 
problem, also as to the chairmen, sub- 
chairmen and discussion leaders will be 
announced late in March. 

The Spring Conference will be 
brought to a close with the dinner 
which will be addressed by a nationally 
known individual on a subject of ex- 
ceptional interest to controllers. 

The Eastern Spring Conferences of 
Controllers were inaugurated during 
the presidency of Mr. Daniel J. Hen- 
nessy. The first Conference was held 
in the spring of 1934. 

President Roscoe Seybold, of The 
Institute, is expected to preside at the 
dinner. These spring conferences usu- 
ally are attended by large delegations 
of members of The Institute from the 
Atlantic Seaboard, and from the lake 
region, including the New England 
and Connecticut Controls, the Buffalo, 
Rochester and Syracuse Controls, and 
the Philadelphia, Baltimore, District 
of Columbia and Pittsburgh Controls, 
together with many members in the 
Eastern territory who are not con- 
nected with any Control. 

Including the New York City Con- 
trol, The Institute numbers 660 mem- 
bers in the territory described. 


ENJOYS “THE CONTROLLER” 

“I have enjoyed THE CONTROLLER 
very much this past year and look for- 
ward with great expectation to receiv- 
ing THE CONTROLLER each month.” 
Excerpt from letter received from Mr. 
James G. McBride, controller of Geo. 
Innes Company, Wichita, Kansas. 











Objects 


CONTROLLERS INSTITUTE OF 
AMERICA 


(As Set Forth in Its Articles of 
Incorporation) 


The objects for which this cor- 
poration is formed are: 


(a) To advance the interests and wel- t 
fare of controllers of business firms, 
partnerships, sole proprietorships, 
corporations, and trusteeships, and 
political and governmental subdivi- 
sions; the advancement of the in- 
terests and welfare of assistant con- | 
trollers, privately employed executive 
accountants, corporation officers and 
of the partners and owners of busi- 
ness who perform the commonly ac- 
cepted duties of a controller. 


(b) To conduct and carry on such related 
activities as may be necessary and 
incident to increasing the usefulness 
of controllers to their business or- 
ganizations and to the public; to the 
gaining of recognition of the attain- 
ments and accomplishments of con- | 
trollers and their value and impor- | 
tance in the business, financial and 
economic structure, and in the pro- 
fession of accountancy. 


(c) To establish ethical and professional 
standards of work and conduct for 
controllers and to foster and en- 
courage controllers, assistant con- 
trollers and accountants to live up 
to and carry out the same. 


(d) To print, publish, distribute, and 
circulate books, pamphlets, period- 
icals, papers and magazines in con- 
nection with the activities of the or- 
ganization; to establish and conduct 
bureaus, offices and workshops neces- 
sary and incidental to the activities 
of the corporation and to employ 
such persons as may be necessary to 
operate and carry on the same. 


(e) To confer a title or titles on mem- 
bers, which shall be indicative of 
membership in the corporation, and 
to issue and recall certificates of 
membership. 


(f) The corporation hereby formed shall 
have power to take and hold by be- 
quest, devise, gift, purchase, lease 
or otherwise, either absolutely or in 
trust for any of its purposes, any 
property real or personal in so far as 
the same may be held by a corpora- 
tion organized under Title 5, Chapter 
5, of the Code of the District of Co- 
lumbia, and to convey, sell or dis- 
pose of such property and to invest 
and re-invest the principal and deal 
with and expend the income there- 
from in such manner as may be 
permitted by law and as, in the 
judgment of the Trustees will best 
promote the objects for which the 
corporation is organized. 


(g) The corporation may do all and 
everything, including the making 
and carrying out of any contracts, 
necessary, suitable and proper for 
the accomplishment of any of the 
purposes and objects or the further- 
ance of any of the powers above set 
forth, and may do every other act 
or acts, thing or things, incidental or 
pertaining to or growing out of or 
connected with the aforesaid pur- 
poses or powers, or any part or parts 
thereof, in so far as permitted by 
law. 




















HOURS PROBLEM 


in an office... 


Survey the work on each desk 





to determine whether your 





present routine handicaps your 





office force 





Look for the “Bottlenecks” 


If any department or individual is obliged to be 
inactive when work “clogs” at some other point, 
the cause of the bottleneck should be discovered. 
A slight change in equipment or routine may 
insure a more even flow of work. 


* 


Look for the “Peaks” 


If sales, purchases, costs, and other figures are 
merely recorded from day to day, peaks arise 
when employees must rehandle the figures to 
write customers’ statements, take a trial balance, 
analyze accounts, or complete statistical reports. 
Newer methods make it possible to iron out the 
peaks by eliminating costly rehandling of figures. 


SEND FOR 
THIS 
BOOKLET! 


For the executive 
concerned with 


gestions for readjusting office rou- 


the problem of ‘ : : 
conserving clerical hours, this new | 
booklet contains many specific sug- ; 


tine. Send for your free copy today. 





“These short-cuts 
will save time in 
our office”’ 





Look for Unnecessary Duplications 


Duplication of media or records in a separate 
operation takes time and creates the possibility of 
errors. If unproductive intermediate steps are 
required to fit your work to your present machines 
or system, investigate ‘‘direct-to-final-results” 
methods. 


Look for Needless Operations 


Studying the work at each desk may reveal how 
a few simple short-cuts would save thousands of 
needless operations on your figuring, accounting, 
form-writing, and statistical work. 


There is an easier, simpler way to handle almost any job. Let Burroughs help you 
find if with a desk-to-desk analysis. Telephone the local Burroughs office today. 


BURROUGHS ADDING MACHINE COMPANY 
6137 SECOND BLVD., DETROIT, MICH. 








‘Scanning Controllership Scene 








New and Still Unused Ideas in Economics 

It is a broad picture of the economic future of the 
United States that Honorable A. A. Berle, Jr., Assistant- 
Secretary of State, presents in his paper in this number, 
a paper originally presented before the New York City 
Control of The Controllers Institute of America, in Feb- 
ruary. He describes “new and still unused ideas in the 
field of economic organization.” It is a thought pro- 
voking presentation which it is a pleasure to offer to 
readers of this magazine. The title of his paper was 
‘“Readaptation of Business Mechanism.” 


Do od ood “— 


Practical Case History Material 

Some time ago the organizations of university instructors in ac- 
counting suggested that The Controllers Institute of America make 
available to them practical case history material having to do with 
the various procedures set up by controllers. The description. of the 
budget reserve plan which appears on page 87 of this issue is one 
of a series of brief items prepared in response to the suggestion 
made by the university instructors, who are greatly interested in 
anything having to do with training young men. for possible future 
service as controllers. 


* *. *, + 
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Startling are the differing views of a small group of men as 
to the correct handling in the accounts of a company of the item 
of repayments to the government of sums in excess of a stated 
permitted profit, such as is called for by the Vinson Act. Read the 
different treatments given this item by these controllers, as de- 
scribed in this number. It should be possible, after thorough dis- 
cussion, to arrive at an accepted method of handling this item. 


*. 
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A Banker Talks of Verification of Inventories 

It is not often that a banker can be induced to talk for 
publication. The Detroit members of The Controllers 
Institute of America succeeded in doing just that, how- 
ever, with the result that Mr. D. A. Darin, assistant vice- 
president of the National Bank of Detroit, described in 
a recent meeting the tests that a banker applies to the 
financial information presented by a would-be borrower. 
Mr. Darin’s exceptionally interesting material appears 
in this issue of “The Controller.” Particularly interest- 
ing are his views concerning verification of inventories. 
The program which he advocates appears to be sound, 
and reasonable. 


Three regional conferences of controllers are to take place this 
spring, one in New York City in April, one in Cleveland in May, 
and one in San. Francisco later in May. All will be under the direc- 
tion of various Controls of The Controllers Institute of America. 
They should be productive of much concrete and specific information 
of considerable value to controllers. 


fe “ — 


Should depreciation reserves be kept in a fund separate from 
other cash and marketable securities? Or should it be lumped 
in the regular cash and marketable security account? These ques- 
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tions are discussed by the president of The Controllers Institute 
of America, Mr. Roscoe Seybold, vice-president and controller of 
Westinghouse Electric & Manufacturing Company, in a paper 
which appears in this number. Mr. Seybold leans toward the 
view that keeping the cash in a separate fund is a waste of valu- 
able capital, provided a working fund large enough for the usual 
needs of a manufacturing business is always available. The re- 
mainder of the depreciation reserve can be used to support gen- 
eral credit. Mr. Seybold reports that the greatest resistance to 
making replacements comes from plant managers, who prefer to 
keep their costs down by keeping fully depreciated equipment in 
operation unless it is really out-moded. The discussion is one 
that will be of exceptional interest to all manufacturing execu- 
tives, financial and accounting officers. The subject has been before 
business executives for years, but little has been written about it, 
and as Mr. Seybold says, ‘“‘still less done.” 


Serious Studies of Controllership Problems 
Take note of the subjects which are being discussed 
currently by the twenty-one groups of controllers in 
various parts of the country, which meet monthly. They 
indicate the serious study being given to their special 
problems by these technicians. 


Time Now To Try for Merit Rating 


Considerable attention will be devoted this spring to the subject 
of merit rating, under the state unemployment compensation laws. 
In Minnesota the controllers have been having conferences with the 
commission. and with legislative committees and expect to have a 
worth while amendment written into the state law. It is an under- 
taking in which groups of controllers in various states might well 
engage, either by themselves or in cooperation with other groups. 


o o ? © 


The subject of proper and effective methods of training the 
next generation of controllers has been gone into thoroughly this 
year by the Committee on Education of The Controllers Institute 
of America. A phase of that subject is the extent to which the 
larger business concerns are making places in their orgar‘zations 
for college trained men. An investigation of that subject also 
brought out information concerning training given employees by 
the business concerns themselves. It is all set forth clearly in 
this issue, and is worth careful study. 


Amend Wage-Hour Law 

Reports from Washington indicate there is not much 
chance of amending the Fair Labor Standards Act in this 
session of Congress. Business executives are still in a 
state of bewilderment concerning the meaning and ap- 
plication of this act and its underlying regulations. One 
amendment that controllers and other business execu- 
tives would like very much to see is provision that all 
employees receiving $200 a month or more are exempted 
from the complicated hourly rate factor, which would 
do away with most of the disputes as to whether em- 
ployees are or are not executives, or professional men. 
Is that too much to hope for? 
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Above are a few of the booklets prepared by the Commercial Research 


Department of the International Business Machines Corporation 


TO AID THE FORWARD 
MARCH OF BUSINESS 


To develop more effective means of serving all panies, manufacturers, insurance companies, and many 
forms of business, the International program of prog- other forms of business, as well as federal, state, 
ress calls for constant study and research. county and municipal governments. 


International representatives fully realize that every 
individual business presents an individual manage- 
ment problem—there is no one panacea for all. In 
the World Headquarters Building, therefore, a special 
department, known as the Commercial Research De- 
partment, is continually working toward the improve- 
ment of accounting and statistical methods and ma- 


chines. 


This department is working in cooperation with 


banks and trust companies, utility companies, oil com- 





A section of the Commercial Research Department, International Business Machines 


panies, wholesalers, retailers, transportation com- World Headquarters Building, New York, N. Y. 
INTERNATIONAL BUSINESS MACHINES CORPORATION 
World Headquarters Building dlls Branch Offices 


590 MADISON AVENUE, NEW YORK, N. Y. UCHINE? IN PRINCIPAL CITIES OF THE WORLD 





Essentials of Internal Audit 


Mr. Robert E. King, controller of 
Los Angeles Turf Club, Inc., ad- 
dressed the Los Angeles Control of 
The Controllers Institute of America 
recently on “Internal Check.” An 
outline of the subject as presented by 
Mr. King follows: 


INTERNAL CHECK 


I. Purpose. 

1. Control of financial operations 
and accounting records through or- 
ganization and procedure. 

2. Automatic proof of accuracy by 
regular procedure, which accom- 
plishes that which can not be accom- 
plished as well by outside audit. 

3. Minimizing possibility of errors 
and collusion. 

4. Prevention of defalcations by re- 
moval of opportunity for dishonesty, 
and making possible immediate de- 
tection of embezzlement. 


II. Controller cannot function prop- 
erly without adequate system and 
procedure involving internal check. 

1. Necessary for Controller to de- 
pend upon others in organization, 
and without proper system and pro- 
cedure he can not know that these in- 
dividuals are functioning, and that 
unknown errors have not occurred or 
defalcations taken place. 

2. Controller should be able by 
personal contact, which is possible at 
the top, to keep in sufficiently close 
touch to feel that he is reasonably 
certain that the results shown by the 
general books are correct. 

3. Controller must be in close 
touch with all operations and rec- 
ords, and yet it is physically impos- 
sible to do this beyond a certain de- 
gree. 


III. Elements of internal check. 

1. Accuracy of work verified by 
system of proofs as part of regular 
system and procedure. 

2. Distribution of duties so that 
an individual’s work is being checked 
and verified by regular work of 
others. 

3. Automatic checks minimizing 
possibility of both errors and collu- 
sion. 


4. No one employee doing enough 
different things to be able to com- 
mit embezzlement without detection. 

5. Definite fixing of responsibility 
in all matters. 

6. Continuous internal audits by 
auditing staff. 


IV. Examples of internal check. 

1. Bonding of employees handling 
cash and in responsible positions. 

a. Moral effect. 

b. Recovery in cases of embez- 
zlement. 

2. Opening of mail. 

3. Division of work on general 
records. 

General ledger. 

Subsidiary ledgers. 

Books of original entry. 

As far as possible have work on 
these groups of records handled by 
different employees. 

4. Approval of all unusual and ad- 
justing entries. 

Use of journal voucher system 
with approval by Controller. 

5. Balance all subsidiary ledgers 
with general ledger controlling ac- 
counts at end of each month. 

6. Petty cash funds for small dis- 
bursements in cash—Approval of 
vouchers—Reimbursement at least 
once a month. 

7. Handling of cash and deposits. 

All cash receipts to be deposited 
daily, and proven to Record of 
Cash Received, by units handling 
cash. 

General Record of Cash Re- 
ceived. 

Bank reconciliations. 

8. Disbursements by checks with 
proper approval and signatures. 

Preferable to have all checks ap- 
proved by Controller, and signed 
by other officers. 

9. Payroll systems. 

Separate payroll bank account. 

Payroll vouchers and proper ap- 
provals. 

Payroll check writing and sign- 
ing machines. 

Individual payroll records—Proof 
with Summaries of payroll vouch- 
ers, and distribution recorded on 
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general ledger. 


10. Proper purchase order system. 
Requisition for purchase order. 
Issuance of Purchase order; Sig- 


nature. 
Receiving Record copy. 


Preparation of voucher for pay- 


ment. 


11. Fraud in connection with fail- 


ure to account for sales. 

a. Cash sales. 

Use of registers. 

Verification of sales by cash 
reports, and cash by sales re- 
ports. 

b. Charge sales. 

Sales slips. 

Invoices. 

c. Inventory control. 

Perpetual inventory. 

Checking by physical inven- 
tory. 

12. Credit department procedure 
as check on accounting records. 
13. Machine accounting. 

Preparation of customers state- 
ments in same operations with 
posting of ledgers. 

Proof of postings to pre-deter- 
mined totals. 

Preparation of books of original 
entry on bookkeeping machines. 
14. Shifting of duties. 

15. Vacations. 
16. Branch office accounting. 

Decentralization. 

Traveling auditors. 

Partial decentralization. 

Centralization of records at 
Main Office. 


V. Internal check as integral part of 
accounting system and _ procedure 
work. 

1. In working out all phases of ac- 
counting system, Controller naturally 
considers internal check as well as 
the preparation of proper accounting 
records and the determination of the 
financial condition and results of op- 
erations. 

2. Devising and installing account- 
ing system and making necessary or 
desirable revisions from time to 
time is real constructive work of 
Controller. 
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W's the 


Reminston Rand salesman speaking. 
He’s very much a specialist, and... 


In his enthusiasm he has barged right in, to tell you about 
the subject he knows best—Remington Rand Tabulating 
Machines for Bookkeeping and Accounting. Here are the 
facts he is confident you'll want to have: 


Tabulating machines, as most business executives know, 
translate the figures of business into holes punched in cards. 
What many don’t know is how economically, how swiftly, 
how accurately these machines produce dependable printed, 
totalled reports—reports on which to base the daily deci- 
sions management must make. 


Backed by the resources of the world’s largest manufac- 
turers of office machines—by 70 years of pioneering and 
manufacturing experience—by a wealth of mechanical and 
engineering research—by the energies of an aggressive, 
enthusiastic staff of representatives ... Remington Rand 
Tabulating Equipment provides a permanent, universal, 
essential business service—and has a long and rapidly 
growing list of users. 


In the Northeast, a great metropolitan newspaper—in the 
Midwest, a huge mail-order business—in the Far West, a 
leading motion-picture producer—in the South, a prominent 
casualty insurance company . . . everywhere corporations by 
the hundreds, large and small, use Remington Rand Tabu- 
lating Equipment to obtain the up-to-date, accurate figure- 
facts so necessary for thoroughly effective management. 


Among business executives, the name Remington Rand 
stands for leadership in the field of office machines. The 






accuracy, the simplicity, the dependability of Remington 
Rand Tabulating Equipment is a matter of record. Here is 
an organization continually searching for new ways to use 
this modern service—new methods of wringing the last 
drop of information from business figures. Here are exclu- 
sive advantages not found in any other mechanical book- 
keeping method. Here are machines which simplify and 
speed the work of every bookkeeping department, large or 
small. Here is equipment which merits your confidence. 


Let our salesman present the essential facts to you in person. 
His assurance and enthusiasm will prove contagious, when 
you yourself sense the values and savings which Remington 
Rand Tabulating Machines can bring to your business. 
Phone our nearest branch office today—or write or wire 
Remington Rand Inc., Tabulating Machines Division, 461 
Washington St., Buffalo, New York. Sales and service in 
every principal city. 


* 
Get Your Figure-Facts Promptly 
* 
Remington Rand 
e TABULATING MACHINES FOR e 
BOOKKEEPING AND ACCOUNTING 





REVIEWS of Recent Business Publications 


THE RISK OF UNEMPLOYMENT AND 
ITS EFFECT ON UNEMPLOYMENT 
COMPENSATION, by James W. Horwitz, 
Harvard University Graduate School of 
Business Administration, Bureau of Busi- 
ness Research, Boston. 80 pages. $1.00. 


Part I is a statistical study to find out 
whether the risk of unemployment and 
therefore the rate of tax necessary is sub- 
stantially the same in all states. It con- 
sists of six chapters, (1) introduction, 
(2) relative cyclical unemployment, (3) 
relative seasonal unemployment, (4) rela- 
tive technological unemployment, (5) rel- 
ative total costs of compensation and 
(6) the conclusion that the basic assump- 
tion underlying separate state tax pools 
with a single payroll tax rate applying 
to all industries and all states, is unsound. 

The probable costs of unemployment 
will differ greatly among the states; the 
present system of separate state pools 
based on a single payroll tax rate for all 
industries and in all states will not give 
equal protection to the workers of dif- 
ferent states. Funds will be exhausted in 
some states long before others and this 
is likely to occur at times when the need 


for compensation for cyclical employment 
is greatest. 

Part II is a discussion of alternative 
programs in respect to reserve pools and 
taxes. Among the first are (1) a single 
national pool, (2) a continuation of state 
pools, or (3) a combination of the two 
which has been called, perhaps loosely, 
reinsurance. Alternative plans of taxa- 
tion are either a single rate for all in- 
dustries in a state but varying among 
the states, or a different rate for each 
industry either the same for the country 
as a whole or varying by states. If com- 
pensation is paid for seasonal unemploy- 
ment it will consume a large part of the 
funds collected. Hence, the question is 
raised as to whether this form of unem- 
ployment should not be considered sepa- 
rately from other kinds. 

Though the correlation is far from per- 
fect, the weekly wage rates tend to be 
higher as the seasonality of an industry is 
greater. Such wage differentials are seldom 
high enough to compensate completely for 
seasonal unemployment, but they usually 
do so to a considerable extent. 

Reviewed by E. STEWART FREEMAN. 


PICK YOUR JOB AND LAND IT, by S. 
W. Edlund and M. G. Edlund of the Man 
Marketing Clinic (under the auspices of 
the Sales Executive Club of New York 
City). Prentice-Hall, Inc., New York. 315 
pages. $3.00 

Modern advertising and merchandising 
know that any product can be sold at ap- 
proximately its current market value if it 
be well presented to a sufficient number of 
prospects. So too, can any man or woman 
get the kind of job he wants—for which he 
is fitted—if he presents himself properly to 
a sufficient number of selected prospects. 

These are the principles: (1) Make up 
your mind what you want to do; then de- 
termine whether you are qualified to do 
it; (2) plan your campaign; (3) appeal to 
the self interest of your prospect; (4) aim 
for a specific kind of job; point all your 
experience toward it; (5) dig out your 
hidden assets—everybody has some; (6) 
show your assets by specific examples of 
results you have accomplished; (7) turn 
your liabilities into assets; (8) avoid nega- 
tive approaches; (9) be different to get 
attention; (10) ask your friends to help 
you see yourself as others see you; (11) 


THE KNOX PLAN FOR PRINTING CONTROL 


ANNOUNCING... 
The Knox Plan for Advertisin g Printin g 


If your Company spends $5,000 a year for advertising printing you will find the Knox Plan 


for Printing Control a self-liquidating investment. If you spend more than $5,000 a year it is doubtful 


if you can afford to be without this unusual service. 


This Plan provides for the first time complete Standards for planning printed or lithographed 


material—folders, booklets, displays, labels, etc.—so that each job will not only cut from standard 


paper stock without waste, but will permit the printer to produce the job with greatest efficiency. 


Those companies which have applied Knox Printing Control have eliminated wastes and 


saved 10% to 40%—without reducing either the quality or quantity of their printing, and without 


depriving their printers of a fair profit on their work. Write us for full details. 


FRANK M. KNOX COMPANY 


PRINTING CONTROL AND STANDARDIZATION 


R.C. A. BUILDING 


30 ROCKEFELLER PLAZA 


NEW YORK CITY 
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be yourself, and (12) get sufficient ex- 
posure. 

The authors show how these principles 
apply to office boys and presidents, book- 
keepers and controllers, unskilled laborers 
and factory managers, stenographers and 
school teachers and many others. While 
the principles are the same the methods 
necessarily must vary to fit each case. The 
method which would suit the accountant 
might be inappropriate for the office boy or 
factory manager. The illustrations used in 
the book are based on actual experiences, 
most of which are from the records of the 
Man Marketing Clinic. 

When Mr. X started out to find a comp- 
trollership in a larger organization he built 
first a portfolio to serve as the foundation 
of his campaign. In it, he headlined the 
unusual results he had achieved and dram- 
atized the means he had used in producing 
such results, i.e. (1) What I found, (2) 
What I did, and (3) Results. He wasted 
no time on generalties of what he could 
do. He gave definite instances of what he 
had done. Each line he packed with 
specifics. It was fast reading, held the at- 
tention, and left the readers with the 
thought, ‘Here is a comptroller who more 
than pays his way.” 

Reviewed by E. S. FREEMAN. 


APPLICATION OF ACCOUNTING 


RULES AND STANDARDS TO FINAN- 
CIAL STATEMENTS, by Howard C. Greer; 





SURPLUS ADJUSTMENTS IN THE 
IRON AND STEEL INDUSTRY, by Frank 
P. Smith; CORPORATE DISTRIBUTIONS 
AS INCOME TO STOCKHOLDERS, by 
Harry D. Kerrigan; CAPITAL GAINS 
TAXATION by Martin Atlas; and other 
interesting articles may be found in the De- 
cember quartely issue of THE ACCOUNT- 
ING REVIEW. $1.00 an issue $4.00 a year. 


Howard Greer carries on further the sub- 
ject developed at the Michigan Conference 
(reviewed in January issue of THE Con- 
TROLLER). Arguments for uniformity must 
be based on one of two grounds. There 
might be some one best way so superior to 
all other methods that it should be uni- 
versally adopted. With certain exceptions, 
this is probably not true of financial state- 
ments. The other is that there may be a 
broad common interest in the subject mat- 
ter which is so important and impressive 
that we must yield a degree of our inde- 
pendence and personal preferences in order 
that our statements may have a commonly 
accepted meaning and_ significance. He 
demonstrates how the profits of eighteen 
corporations for nine years can be made 
to vary from $218,000 to $98,000, accord- 
ing to the method of accounting used and 
without any difference of opinion as to 
values or rates of depreciation. He then 
quotes, “Practices such as these menace 
the welfare of capitalism. Those responsible 
for them should take heed, lest in winning 
too many battles, they lose the war.” 


Mr. Smith’s study of thirty-seven com- 
panies gives support to the same argument 
by showing that most of these companies 
recorded surplus adjustments sufficiently 
large to represent significant changes in 
what would otherwise have been profit and 
loss. 

Mr. Kerrigan believes that three condi- 
tions are necessary if a corporate distribu- 
tion is to be recognized by the stockholders 
as realized income: (1) the thing received 
must have a determinable market value; 
(2) it must be subject to the recipients’ 
separate use, benefit and disposal; and (3) 
it must be a gain, i.e., leave the stockhold- 
ers’ investment in the corporation unim- 
paired. Two tests of the latter are pos- 
sible: (1) the cost of the shares to the 
stockholder may be compared with the mar- 
ket value after the distribution, or (2) the 
value of the shares on the corporation’s 
books at the time of acquisition can be 
compared with the value after the distribu- 
tion. The writer believes that the second 
test is superior to the first because it re- 
stricts realized income to distributions from 
earnings made by the corporation during the 
period the investment is held. Stock divi- 
dends paid from such earnings are more 
truly realized income than cash dividends 
paid from surplus existing when the shares 
were bought. 

Mr. Atlas reviews the legislative history 
and economic background of so-called cap- 
ital-gains taxation. Ability to pay an in- 
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come tax is based on “the money value of 
the net accretion to one’s economic power 
between two points of time.” Capital gains 
are part of such accretion. The problem is 
to account for them in such a way that they 
will be taxed the same as any other in- 
come, but will not be penalized by virtue 
of subjection to high surtax rates due to 
lump-sum realization. If it were possible 
to accrue the gains from year to year the 
difficulty would be eradicated, but the diffi- 
culties make it impractical. Equity could, 
however, be achieved if the accounting 
period were lengthened to five or more 
years and tax liability determined on an 
average base with capital gains included 
in full and capital losses allowed in full. 
In that way sporadic gains from sales or 
exchanges of capital assets would not be 
penalized or favored by comparison with 
recurrent income. 


Reviewed by E. STEWART FREEMAN. 


THE PRESERVATION OF BUSINESS 
RECORDS, published by Business Histori- 
cal Society, Baker Library, Soldiers Field, 
Boston, Mass.; free upon request. 

This 47 page pamphlet is designed to 
answer four questions, (1) why should 
business records be preserved, (2) what ma- 
terial should be selected for preservation, 
(3) how should records be preserved, and 
(4) when should preservation be under- 
taken. 


The Controller, March, 1939 


JOURNAL OF CALENDAR REFORM for 
December, 1938, published by the World 
Calendar Association, New York City, ex- 
plains again its conservative program. This 
is to divide the year into 12 months of 26 
week days each. January, April, July and 
September would have 31 days, including 
5 Sundays. Other months would have 30 
days including 4 Sundays. Every quarter 
year would have 91 days beginning with 
Sunday and ending with Saturday. Year- 
end day would be like an extra Saturday 
holiday following the end of the fourth 
quarter, and every fourth year leap-year 
day would be an extra following the second 
quarter. All holidays would be stabilized 
on the same week day, often at the week 
end, while Epiphany, Ash Wednesday, 
Easter, Labor Day, Election Day and Thanks- 
giving would always be on the same dates. 
Christmas would be observed in the 
churches on Sunday, while Monday, De- 
cember 25, would be for family celebra- 
tions and exchange of gifts, and in England 
Tuesday would be Boxing Day. A three 
day week end, Saturday, Year-End Day, 
and Sunday, would see each old year out 
and each new year in. 


THE NEW YORK CITY SALES TAX, its 
administration and audit, the new rule in 
regard to the acceptance of independently 
audited statements without city audit, and 
the possibilities of a compensatory use tax 


are discussed by the deputy controller and 
first assistant corporation counsel of the city 
and by others in the November, 1938, issue 
of THE NEW YORK CERTIFIED PUB- 
LIC ACCOUNTANT, published by New 
York State Society of Certified Public Ac- 
countants; 25 cents. 


Reviewed by E. STEWART FREEMAN. 


Personal Notes 


Mr. R. E. Brennan, who prior to March 
1, 1939, had had for a number of years 
the title of general auditor and assistant 
treasurer of the Portland Electric Power 
Company, Portland, Oregon, was appointed 
controller, effective as of that date. He has 
been a member of The Controllers Institute 
of America since June 22, 1936. The ap- 
pointment as controller applies also to the 
Portland General Electric Company and the 
Portland Traction Company. 


Four Divisions of N. R. D. G. A. 
To Conduct Mid-Year Meetings 


Four divisions of the National Retail 
Dry Goods Association, it is announced, 
are to have mid-year conventions in the 
spring and early summer. The Control- 
lers Congress will be held at San Fran- 
cisco, June 26 to 28, and in conjunction 
with it the merchandising division will 
convene. The credit management division 
will meet May 15 to 18, at Cleveland; 
the store management division will meet 
May 23 to 25, in New York City. 
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INSTITUTE ACTIVITIES-COMM UNICATIONS 


NEW MEMBERS ELECTED 


At a meeting of the Executive Committee 
of The Controllers Institute of America, 
held February 27, 1939, the applicants 
named below were elected to active mem- 
bership in The Institute: 


E. F. CAMPBELL 
The Fyr-Fyter Company, Dayton, Ohio. 
PERRY J. CRANDALL 
Rieck-McJunkin Dairy Company, Pitts- 
burgh. 
PETER GUIDO 
The Bossert Company, Inc., Utica. 
FRANK J. HICKLING 
Minnesota and Ontario Paper Company, 
Minneapolis. 
KAROL C. KOEHLER 
The Aetna Paper Company, Dayton, Ohio. 
Epcar A. LopGE 
Home Title Guaranty Company, Brook- 
lyn. 
P. J. MAYLE 
The Dayton Rubber Manufacturing Com- 
pany, Dayton, Ohio. 
RICHARD N. RIGBY 
Gillette Safety Razor Company, Boston. 
O. H. RITENOUR 
Washington Gas Light Company, Wash- 
ington, D. C. 
F. J. VAN BERGEN 
The Canfield Oil Company, Cleveland. 
PAUL V. WAIGNER 
Charles Bruning Company, Inc., New 
York City. 
W. D. Zopr 
American Brewery, Inc., Baltimore. 


MEETINGS OF CONTROLS 


District of Columbia: 
Topic: “Capitalism in Democracy” 
Mr. William Gordon Buchanan, a cetti- 
fied public accountant of Washington, 
D. C., addressed the members of the Dis- 
trict of Columbia Control at the regular 
monthly meeting which was held on Feb- 
ruary 28 at the Carlton Hotel. His subject 
was “Capitalism in Democracy.” He is a 
most interesting speaker and is well known 
to some of the members who heard him at 
a previous meeting of the Control. Mem- 
bers of the Baltimore Control were invited 

to attend this meeting. 


Indianapolis 


At a meeting held February 8 by the 
members of The Institute in Indianapolis, 
formation of the Indianapolis Control was 
completed. President Roscoe Seybold of 
The Controllers Institute of America, who 
is vice-president and controller of Westing- 
house Electric and Manufacturing Company, 
addressed the members and _ prospective 
members and presented to the newly formed 
Control the charter which had been author- 
ized by the Board of Directors. Officers and 
directors were elected as follows: 

President, E. M. KARRMANN, American 
United Life Insurance Company; Vice-Pres- 
ident, S. C. LANb, Continental Steel Cor- 
poration; Secretary-Treasurer, EDWARD J. 
Down, Schwitzer-Cummins Company; Di- 


rectors: CARL F. EveLeiGH, Eli Lilly & 
Company; FRANK H. LAMB, Merchants 
Distilling Corporation; O. J. Norris, Ross 
Gear and Tool Company; BERNARD C. 
SCHAEFER, Advance Paint Company; VIc- 
ror C. SEITER, Citizens Gas & Coke Util- 
ity; PauL Stark, Northern Indiana Power 
Company; R. B. STEwarD, Purdue Univer- 
sity. 

Another meeting is planned for the latter 
part of March. A Membership Committee 
and a Program Committee will be appointed 
in the near future. 


Kansas City 


Mr. Jack Lewis Batchler, of the Kansas 
City Life Insurance Company, was elected 
president of the Kansas City Control at a 
meeting held February 10, at which time 
organization of the Control was completed. 
Other officers were elected as follows: Vice- 
President, A. H. Cromb, of the Standard 
Steel Works; secretary and treasurer, Oscar 
D. Nelson, of the Butler Manufacturing 
Company. The eleven charter members of 
the Control will constitute the Board of 
Directors until the annual election in June. 

An Admissions Committee consisting of 
Mr. E. A. Kermott, of Socony-Vacuum Oil 
Company, chairman, Mr. John P. Cooper, 
of the Kansas City Structural Steel Com- 
pany, and Mr. James H. Schuler, of the 
Crown Drug Company, was appointed by 
Mr. Batchler. 

President Roscoe Seybold, of The Con- 
trollers Institute of America, who is vice- 
president and controller of Westinghouse 
Electric & Manufacturing Company, at- 
tended the meeting and addressed the mem- 
bers and guests briefly, describing the 
current activities of The Institute and dis- 
cussing some of the more pressing problems 
of controllership. The Control voted to 
meet monthly on the second Monday of 
each month. 


Los Angeles: 
Topic: Open Discussion 
The regular monthly meeting of the Los 
Angeles Control was held on February 16 
at the Clark Hotel. Mr. R. W. Williams, 
C.P.A., of Los Angeles was the speaker 
and discussed several subjects of current in- 
terest which were brought up by members 

in attendance. 


Milwaukee: 
Topic: “The Changing Trend in An- 
nual Reports of Industry” 

The regular meeting of the Milwaukee 
Control was held at the Milwaukee Ath- 
letic Club on February 14. Mr. W. D. 
Knickel of Weyenberg Shoe Manufacturing 
Company and secretary of the Control, 
spoke on “The Changing Trend in Annual 
Reports of Industry.”” A discussion followed 
and various methods of presenting in- 
formation to the stockholders, employees, 
and general public were described. The 
consensus of opinion clearly indicated that 
annual reports in the future would recog- 
nize the responsibility of industry to these 
three groups. Several names of candidates 
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for membership in The Institute were sug- 
gested to the Membership Committee. 


New England: 
Topic: “Fixed Assets—When and 
How To Buy Them” 

A round-table discussion on ‘Fixed As- 
sets—When and How To Buy Them,” 
constituted the program of the regular 
monthly meeting of the New England 
Control which was held on February 14 at 
the University Club, Boston. Various aspects 
of the subject suggested for discussion were 
as follows: (1) Basic Principle—compare 
direct cost savings and increased income 
with required cash outlay; (2) types of 
problem—replacements because of wear and 
tear, and obsolescence, and additions for 
expansion (horizontal, vertical); (3) func- 
tions of controller in solving the problem; 
(4) miscellaneous questions—planning plant 
expenditures in relation to the business 
cycle, handling of depreciation in savings 
calculations and the like. Guests were in- 
vited to attend the meeting. The discus- 
sion leaders were: Mr. D. R. Anderson, 
of The Kendall Company; Mr. Thomas A. 
Dunbar, of the Boston Elevated Railway; 
and Mr. John S. Learoyd, Jr., of the Hy- 
grade Sylvania Corporation. 


New York City: 
Topic: “Readaptation of Business 
Mechanism” 

The Honorable A. A. Berle, Jr., assistant 
secretary of state, addressed more than two 
hundred members of The New York City 
Control of The Controllers Institute of 
America, and their guests at the monthly 
meeting of the New York City Control on 
February 9, at Hotel Roosevelt. His sub- 
ject was “Readaptation of Business Mecha- 
nism.” The address appears in full in this 
issue of THE CONTROLLER.” For half an 
hour following his address, Mr. Berle 
answered questions from the floor.” 


Philadelphia: 
Topic: “The Wage-Hour Law” 
Mr. Frank Rising, labor and management 
editor of Business Week, discussed ‘The 
Wage-Hour Law’’ with the members of the 
Philadelphia Control at its monthly meeting 
on February 2 at the Penn Athletic Club. 
Considerable enthusiasm and interest had 
been demonstrated in anticipation of the 
meeting. Members submitted many and var- 
ied questions in advance, in order that 
Mr. Rising could prepare full answers to 
the controllers’ special problems and _ in- 
quiries. The meeting was largely attended 
and proved to be most lively and interesting 
to every one present. 


Pittsburgh: 
Topic: ‘The Dow Theory” 
The monthly meeting of the Pittsburgh 
Control was held on February 27 at the 
William Penn Hotel. The speaker was 
Mr. Charles R. Arrott, who explained ‘The 
Dow Theory” in its application to business 
and banking, without dwelling much on the 
stock market phase of it. 





INSTITUTE ACTIVITIES-COMMUNICATIONS 


Rochester : 

Topics: ‘Variable Budgets,” “Incen- 
tive Plans,” “Employee Benefits— 
Statutory and Employer” 

In order to meet the present demands 
and requirements of the members, the 
Rochester Control held a roundtable dis- 
cussion at its monthly meeting on March 1 
at the Rochester Club. The subjects cov- 
ered were “Variable Budgets,” “Incentive 
Plans,” “Employee Benefits—Statutory and 
Employer.” No discussion leader was ap- 
pointed since all members were expected to 
take part. 


St. Louis: 
Topic: “Activities of The Controllers 
Institute” 

The St. Louis Control was honored by a 
visit from Mr. Roscoe Seybold, national 
president of The Institute, at a special meet- 
ing of the Control which was held on Feb- 
ruary 9 at the Missouri Athletic Associa- 
tion. Mr. Seybold spoke most interestingly 
on the activities of the national organiza- 
tion and his concept of its function, and 
mentioned a few of the problems which 
he encounters as vice-president and con- 
troller of Westinghouse Electric and Manu- 
facturing Company. Mr. Arthur C. Schu- 
chardt, of Lambert Pharmacal Company and 
vice-president of the Control, presided. 


Syracuse: 
Topic: “Controllers’ Function in 
Business” 

The Syracuse Control has arranged a 
series of round-table discussions to be con- 
ducted by the members themselves at reg- 
ular monthly meetings. ‘Controllers’ Func- 
tion in Business’’ was the subject for the 
meeting on February 20 which was held at 
the University Club, and the discussion was 
under the direction of Mr. Morris Tracy of 
Niagara Hudson Power Corporation, Syra- 
cuse. 


Twin Cities: 
Topic: “General Office Procedures” 


Instead of having a speaker at its regu- 
lar monthly meeting which was held on 
February 7 at the Minneapolis Athletic 
Club, the Twin Cities Control conducted a 
general discussion. The subject was “Gen- 
eral Office Procedures” covering company 
policy on vacations, sick leave, and the like. 
In addition, the report to Mr. Arthur R. 
Tucker, managing director of The Institute, 
on profit sharing plans was brought up and 
discussed. After the meeting all enjoyed 
a special entertainment which had been ar- 
ranged by Mr. C. W. Perrine of the Minne- 
sota Amusement Company and a director of 
the local Control. 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 








Baltimore 


A meeting of the Baltimore Control has 
been called for March 15 by President 
Brooke E. Furr, controller of McCormick & 
Company, Inc. The president of The Con- 
trollers Institute of America, Mr. Roscoe 
Seybold, vice-president and controller of 
Westinghouse Electric & Manufacturing 
Company, has accepted an invitation from 
the Control to be its guest that evening. 
Members of the District of Columbia Con- 
trol have been invited to attend the meeting. 


Buffalo: 

Topic: “Profit Sharing Plans for 
Wage Earners”—“Credit Insurance” 
—"Application of Tool and Die 
Costs” ’ 


The Buffalo Control changed its meeting 
place to Hotel Touraine—Chapel Room— 
for its monthly meeting on February 7. 
From the list of subjects proposed by the 
membership, the Program Committee se- 
lected three topics for discussion at the 
meeting: “Profit Sharing Plans for Wage 
Earners’’— “Credit Insurance’’—‘‘Applica- 
tion of Tool and Die Costs.”” There was no 
discussion leader, but members were pre- 
pared to give the benefit of their experi- 
ence to those who suggested the subjects. 
The usual questionnaires pertaining to busi- 
ness conditions were completed and handed 
to the secretary, Mr. Howard E. Riordon of 
Colonial Radio Corporation. Generally fa- 
vorable comment on present volume and 
future expectations was expressed. It was 
voted to continue to devote a short period 
at each meeting to discussion of current 
business conditions. 


Chicago: 
Topic: “Economic Conditions, Trends 
and Interpretations” 

Mr. George R. Petty, of Standard Sta- 
tistics Company, Inc., addressed the mem- 
bers of the Chicago Control at the monthly 
meeting which was held at Harvey's Restau- 
rant on February 28. His subject was 
“Economic Conditions, Trends and Inter- 
pretations” and followed the lines of the 
charts used by Standard Statistics. Mr. 
Petty covered present economic conditions 
not only with respect to business in general 
but also with respect to several specific 
industries, including railroads. He also dis- 
cussed the position of the money market 
and interpreted the longer term outlook for 
each of the items covered. His address 
was particularly interesting and of vital 
importance in the light of present day 
transitions. 


Cleveland: 


Topic: “Phases of the Revenue Act of 
1938” 

The guest speaker at the monthly meet- 
ing of the Cleveland Control on February 
14 at the Hotel Cleveland was Mr. L. C. 
Weiss, C.P. A. of Cleveland. He is well 
known to most of the members of the Con- 
trol as a tax specialist, so they listened 
with much interest to his address on ‘Phases 
of the Revenue Act of 1938.” Some of the 
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members had invited the younger men in 
their organizations to hear Mr. Weiss. 


Detroit: 
Topic: “The 1938 Federal Tax Act” 
The regular meeting of the Detroit Con- 
trol was held on February 8 at the Detroit 
Leland Hotel. Giving the members the 
benefit of his broad experience in taxes, 
Mr. A. S. Currie, C. P. A., addressed them 
on “The 1938 Federal Tax Act’’ and called 
attention to the changes in the 1938 law. 
Following the address an opportunity was 
given for members and their guests to ask 
questions with respect to taxes and audit 
procedure. 


Personal Notes 


Major J. Calvin Shumberger, of Allen- 
town, Pennsylvania, third president of The 
Controllers Institute of America, was re- 
elected president of the Family Welfare 
Organization of Allentown at a meeting 
held February 20. Major Shumberger has 
been president of this organization for five 
years. On February 19 Major Shumberger 
addressed the Eastern Regional Conference 
of Y.W.C.A. business and professional girls 
in Allentown, urging recognition and study 
of the tax problem by men and women in 
all walks of life. 

Mr. H. H. Gifford, of the Horn & 
Hardart Baking Company, has been elected 
a member of the Board of Directors of 
the Philadelphia Control, to fill the va- 
cancy caused by the resignation from the 
board of Mr. Earl D. Page when he tre- 
moved to Chicago early in the year. 


Do You Need an Up-to-Date Experienced 
Assistant Controller or Auditor? 


Fourteen years in an official accounting 
position with international Detroit company. 
Twenty-five years’ experience. First-class 
references. Can handle any part or all of a 
comptroller’s responsibilities. If you prefer 
details before interview I will gladly mail 
them upon request. Address No. 295, ‘The 
Controller.” 





WANTED | 
COST ACCOUNTANT 


A firm in mid-New York State is 
looking for a young cost accountant. 
It prefers a man who has had at 
least several years with a manufac- 
turing company and who has done 
good jobs with his present and past 
employers. The beginning salary 
would run up to $250 a month, but 
there would be an opportunity in the 
future for the salary to go above 
those figures. 

Address No. 303, “The Control- 
ler,” giving full information in con- 
fidence. 























EMPLOYMENT 


Executive Accountant—Controller 


An executive accountant and controller 
is immediately available for a connection 
with an outstanding business organization. 
For more than twenty years with one com- 
pany, he has the initiative and ability to 
plan, direct, and execute major responsibili- 
ties. He is experienced in management, 
investigations, surveys, accounting, installa- 
tion of systems, finance, taxes, costs, install- 
ment sales, credits, budgets, statistics, stock 
and bond issues, consolidations, and reor- 
ganization. He is accustomed to contact 
with bankers, executives, engineers, em- 
ployees, lawyers, accountants, committees, 
and stock holders. He is 45 years old and 
is a capable controller, treasurer, secretary, 
and administrator. Address No. 286, “The 
Controller.” 


Male Stenographer 


A well-educated young man twenty-seven 
years old desires a position as secretary. He 
is single and can travel anywhere. His busi- 
ness experience has been gained in Pitts- 
burgh, Milwaukee, and New York, and has 
consisted of clerical, stenographic and 
sales work. Address No. 296, “The Con- 
troller.” 


Tabulating System—Expert 


A man who has really done a splendid 
job in charge of the tabulating division of a 
nationally known chain of retail stores is 
available, due to a change in the company’s 
policy and to the reduction in the number 
of its stores. For nearly nine years he has 
handled accounts payable, store stock rec- 
ords, analyses of merchandise sales by classi- 
fications, warehouse and store inventory 
control, sales analyses and merchandising 
reports in which was included an elaborate 
weekly open-to-buy report by departments, 
by stores. His previous experience con- 
sisted of one year in a brokerage house, 
one year in a manufacturing concern, and 
eight years in the fire insurance business 
handling statistical records and reinsurance 
records and the like. He is 35 years old, 
is a very loyal individual, and is heartily 
recommended by his employer. Address 
No. 297, “The Controller.” 


Comptroller, Auditor, Executive 
Accountant 


Seeks connection with progressive organi- 
zation. Accustomed to taking charge of 
large accounting department, thoroughly fa- 
miliar in budgetary expense control, ana- 
lytical reviews, systems, taxes, costs and 
Statistics. Employed at present. Formerly 
with nationally known public accountants 
and private, large industrial organizations. 
Best references. Christian. Age 40. Salary 
open. Address No. 298, ‘The Controller.” 


Controller—C. P. A. 


Certified Public Accountant (New York), 
present connection in New York City, de- 
Sires position with sound, progressive corpo- 
ration. Controller with successful experi- 
ence in handling accounting and financial 
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problems of large corporations, reports for 
management, systematizing, manufacturing 
costs, and the like. Has supervised large 
office personnel, and is a proved executive 
and organizer. Highly diversified public 
accounting experience in supervision of 
audits and investigations, preparation of 
financial statements and tax returns, Securi- 
ties and Exchange Commission reports. 
Member of Controllers Institute of America, 
American Institute of Accountants, New 
York State Society of Certified Public Ac- 
countants, National Association of Cost 
Accountants. Age 48; married; Protestant. 
Can give unquestioned endorsements of 
character, business and professional record. 
Address No. 300, ‘““The Controller.” 


Controller—Industrial Engineer— 
Financial Officer 


A man with twenty-five years of accumu- 
lated business experience, a secretary-treas- 
urer-controller of a medium sized industrial 
company for the past nine years and more, 
has just resigned, because of a reorganiza- 
tion. He performed a wide variety of 
functions: as industrial engineer, introduced 
a standard time wage, tied in with standard 
costs and based on unit operational time 
studies, and improved office methods and 
forms; as controller, supervised general ac- 
counting, cost accounting, pay roll ac- 
counting, credits, order and billing, taxes, 
insurance, and office services, and filed all 
reports and returns, both state and federal; 
in addition, he performed the duties of sec- 
retary and treasurer. He is a graduate of 
Massachusetts Institute of Technology, mar- 
ried, Protestant, and enjoys the highest and 
best of references. Immediately available— 
Address No. 302, ‘The Controller.” 


Controller—Assistant Controller 


A man 35 years old with a splendid 
employment record is available immedi- 
ately. During the past ten years he has 
been employed by a well-known cosmetic 
and drug company having more than forty 
subsidiaries and branches. He advanced 
through the ranks in accounting to the 
controllership of the parent company. He 
consolidated the offices of twelve of the 
major subsidiaries into one general office, 
and handled a wide scope of cost account- 
ing, foreign exchange, federal income and 
social security taxes, and monthly con- 
solidated financial reports. He has a 
thorough knowledge of general office 
routine and has the proved ability to 
select and direct a large office staff. He 
is married, Christian, and accountancy 
trained. Address No. 301, “The Control- 
ler.” 


Controller-Treasurer 


A competent man desires to make a 
change. He has had more than twenty 
years of experience in the manufacturing 
field; for nearly fourteen years he has 
supervised general accounting activities, 
costs, taxes, insurance, audits, budgets 
practically all of the usual duties of a 
controller. He is a Christian, a graduate of 
New York University, has a pleasing per- 
sonality and works with a constructive 
and analytical mind. Address, No. 299 
“The Controller.” 
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MARCHANT CALCULATING MACHINE COMPANY 


HOME OFFICE: OAKLAND, CALIFORNIA, U. S. A. 
Sales Agencies and Manufacturer’s Service Stations 
in all Principal Cities 
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LONG DISTANCE IS 


WHEN controllers have to have information 
from distant sources at a moment’s notice, they 
frequently find “‘first aid’? in Long Distance 
service. It’s second nature to them to reach 
for the telephone to check stock inventories 
. . . to assemble depreciation estimates .. . 
to keep insurance coverages up to the minute 


. . . or to gather key facts for reports. 












e fj e 
0 fa 10 CONTROLLERS 


Long Distance . . . accurate, quick, and 
economical . . . leaves little room for lingering 
doubts, because it permits personal, two-way 
discussion. 

And many controllers who depend upon 
Long Distance in their own work extend its 
judicious use to the other departments of 


their businesses—for economy’s sake. 

















AccOUNTING SHOOTS STRAIGHT 
Since Ditto Took out the Detours 
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Home- study School 


EXECUTIVE EDUCATIONAL COMMITTEE 


COLLEGIATE BACKGROUND | ses ses. ns.us.05 


Chairman, 1.A.S.; Dean Emeritus, College 
of Engineering, Cornell University; author 
of textbooks on cost accounting and engi- 
neering subjects. 


i 0 or affiliz with any resi- 
is not conducted by nor affiliated with any ie iliaaae aia aaias 


dent university, yet it has a distinctly collegiate Vice-Chdtenias: Ach ~ tama eae 
The Ronald Press Company; Former Direc- 
tor, Department of Management, New York 
University. 


background. The four men whose names are men- 
tioned on this page compose the Executive Edu- 


cational Committee, which is responsible for I.A.S. JOHN T. MADDEN, B.C.S., A.M., C.P.A. 
President, 1.A.S.; Dean, School of Com- 
merce, Accounts and Finance, New York 


to text material, research, standards, and technical methods. University ; Former President, American As- 


sociation of University Instructors in 


educational activities and policies, with particular reference 


oe Accounting. 
Each of these men has earned recognition as a writer of 


STEPHEN GILMAN, B.Sc., C.P.A. 


university textbooks. Dean Kimball’s many years as an edu- 
j Vice-President and Educational Director, 


cator at Cornell University, Dr. Galloway's work at New 1.A.S.; author of “Analyzing Financial 
‘ Statements’ and numerous technical ar- 


York University and as Chairman of the Board of The Ronald ticles on acconting. 








Press Company, and Dean Madden’s work at New York Uni- 





versity have contributed notably to America’s educational 


program during the years of greatest development in the schools-of-commerce field. 


And among the forty members of the Advisory Board whose co-operation with I.A.S. text- 
writers has helped to bring about the thoroughness and up-to-dateness of 1.A.S. training, are ten 


present or former deans. professors, and lecturers at resident universities. 


I.A.S. does not regard itself as being directly in competition with resident universities. 
Rather, the purpose of this message is to point out that, for the man who for one reason or 
another does not go to college, there is offered a home-study training program which has behind 
it the combined abilities of men whose contributions to the field of collegiate training are 
sufficiently noteworthy to merit special recognition. Incidentally many of our subscribers are 


graduates of leading resident universities. 


Descriptive literature is available, without cost or obligation, for distribution to those who 
would like information regarding 1.A.S. training for beginners or advanced students. Address 


a letter or postcard as shown below. 


INTERNATIONAL ACCOUNTANTS SOCIETY, Inc. 
A Correspondence School Since 1903 


3411 SOUTH MICHIGAN AVENUE, CHICAGO, ILLINOIS 





